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Damien Hirst scores 
again with art 
and commerce 


^ ^roAY SEFTEMBER 4 1998 

Globalisation 
Has the free market 
failed disastrously? 

Robert Chote, Page 11 
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Russia crisis deepens as rouble Boeing to 
falls further against the dollar i± S’ 

SB* Cavallo, the former Arapntina ^ O • . 
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North Korea poised Hitachi shares fail 
to launch second as group forecasts 
missile, Japan says net loss of $l.8bn 
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Japanese defence forces were 
put on emergency alert yesterday 
as Tokyo warned warned that 
North Korea was poised to fire a 
sac °nd missile at the Japanese 
archipelago. Last Monday, a 
Nath Korean missile crossed 
Japan and landed in the Pacific, 
jn retajiation, Tokyo suspended 
food aid and talks over nonmalls- 
Big relations. Rage 12; Lack of 
military readiness, Page 7 


Hitachi shares tumbled 7 per 
cent after Japan’s biggest etec- 
tronics company forecast its first 
net loss, of Y250bn ($1.8bn> in 
the year to next March. It blamed 
lower sales after the collapse in 
semiconductor and electronics 
Prices. Page 13; Lax, Page 12 


The rouble plunged yesterday to 
Rbs 13.46 against the dollar, less 
than half its rate three weeks 
ago, pushing Russia deeper into 
an economic crisis that has 
already brought down the gov- 
ernment and threatens to unseat 
President Boris Yeltsin. 

Domingo Cavallo. the architect 
of Argentina’s financ i a l stabilisa- 
tion who has been asked to 
arivise the Russian gov e rnment, 
warned that unless the weakened 
authorities summoned the will to 
implement radical measures 
[ soon, the country risked nfniHwg 
into hype rinflati on. 

“The situation Is very serious. 
They have to act immediately. 


Mr Cavallo, the former Argentine 
economics minister, said in 
Moscow. “Otherwise, the depreci- 
ation of the currency will pro- 
duce accelerated inflation and 
accelerated inflation may well 
produce hyperinflation." 

B at the government's ability to 
act forcefully depends on parlia- 
ment, which is today scheduled 
to vote for a second time on the 
nomination of Victor Chernomyr- 
din as prime minister. 

Mr Yattaln yesterday renewed 
his efforts to secure Mr Cherao- 




Kosovo fighting unabated 
Fighting continued in Serbia’s 
Kosovo province. Government 
forces shelled southern separat- 
ists for a second day. Page 3 
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Awass sffll denied, says inspector 
UN m on (tore in Iraq are stifl 
being denied access to sites pre- 
viously approved by Baghdad, 
chief UN weapons Inspector 
Richard Butter toW the Security 
CouncIL The US and UK have 
introduced a draft resolution that 
would suspend sanctions reviews 
until Iraq reverses its freeze on 

co-operation with the inspectors. 


Royal Dutcfa/SheU and Texaco of 
the US plan to pool much of their 
European refining and marketing 
assets in a joint venture that will 
be dominated by the Angto- 
Dutch group. Page 13; Back- 
ground and comment; Page 18; 
Hf talks down prospect of 
mega -merger. Page 16 


They do not have a lot of 
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to surrender some of his political 
authority in exchange for parKa- 
mentary support for Mr Cherno- 
myrdin. The Communists, who 
dominate the parliament, were 
unmoved. As he fights for his 


political Hfe, Mr Chernomyrdin is 
also arbitrating a fierce debate 
within his insecure cabinet, 
where two rival camps are battl- 
over Russia’s economic 
future. 

One group, led by Boris Fyodo- 
rov, the reformist deputy prime 
minister, is drawing on Mr Caval- 
lo s advice and the Argentine use 
of a currency board system - 
which sets a fixed exchange rate 
by matching the amount of 
money in circulation with inter- 
national reserves - to put 


approach: a reversion to more 
state control to the economy. 

This authoritarian scenario is 
ftirtber unsettling financial mar- 

Cote 


of Swissair 
crash 


ttan programme. If Mr Cherno- 
myrdin backs the plan, he could 
announce its outline by today. 

But another government fac- 
tion. with sympathisers in parlia- 
ment, is urging the opposite 


Although trading to the rouble 
on the Moscow Interbank Cur- 
rency Exchange (Micex), the 
main currency exchange, 
reopened yesterday after a week- 
long hiatus, the official exchange 
rate policy remained uncertain. 

The central bank set the offi- 
cial rate at Ebs 13.46 to the dol- 
lar, but to Micex trading the Ru*. 
sian currency slid to a bid/offer 
rate of 16.00/20.00 to the dollar 


By Edward Aden bi Toronto, Ranees 
WBfiams la Geneva and Michael 
Skspinker hi London 


Russian bar# Page 2 
Hrtandogy and risk. Page io 
Russian contagion, Page 13 
Currencies, Page 23 


Biterpnse OH, British oH explorer, 

reported an 85 per cent collapse 

m first half pre-exceptional net 
profits to £12m ($19.Bm). Page 
IB and comment 


French minister in coma 
French interior minister Jean- 
Pterre Chevenertient. 59, was In 
a coma after his heart stopped 
during routine si^gery at a Paris 
hospital. Page 2 


| The Quandt family, which owns 
about 49 per cent of BMW 
shares, dismissed speculation 
that It intended to alter Its equity 
holding In the German carmaker 
Page 16 
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Nigerian party formed 
Nigerian politicians have formed 
a second big political party to 
contest elections to end military 
rule. The AU Peoples’ Party 
groups 34 smaller associations. 
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Afghan massacre alleged 
Afghanistan’s Taleban militia 
killed thousands of Hazara civil- 
ians after capturing the northern 
town of Mazar-i-Shartf on August 
8. human rights group Amnesty 
International said. Page 5 


Caskio. French retailer, said It 
was to take a 50 per cent stake 
in Disco group, Unjguay’s lead- 
ing food retailer. In a cash deal 
which valued the target at 
FFI72Dm ($11 9m). Page 16 

hBchefti, French tyremaker, 

bought a 98 per cent stake in 
In dustrie Colomblana de Liantas, 
fcoflanlas. Colombia's largest 
I tyre manufacturer, In a $73.4m 
i deal. 



Schroder ahead on 
points in debate 


By Peter Pfonnan In Bonn 


A team from Boeing, the ITS 
aircraft maker, was preparing 
last night to join US and Cana- 
dian investigators to Nova Scotia 
hying to find out what caused 
the crash of Swissair Flight 111 
en route from New York to 
Geneva on Wednesday nighL 
All 229 passengers and crew 
aboard the MD-U aircraft per- 
ished in the crash off the south 
coast of Nova Scotia. 

Jonathan Mann, a pioneer in 
the battle against Aids, was 
among the passengers. He was 
the first director of the Aids pro- 
gramme set up by the World 
Health Organisation. 

At least six United Nations offi- 
cials were also on the aircraft, 
which was carrying 136 Ameri- 
can nationals, 30 French. 28 
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S Korean pollca stain factories 

South Korean riot police stormed 
all six Man do Machinery factories 
to end a strike over plained lay- 
offs at the autoparts maker. 


Uaembourg-based - 

subsidiary of South Africa’s 
Anglo American group, said It 
was not able to buy back some 
of Its shares, but might make an 
offer for the 432 per cent of US 
agribusiness Terra that it dkl not 
own. Page 16 
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Terrorists expel ex-leader 
Basque separatist grot^a Eta said 
it expelled ex-teader Josd Luis 
Alvarez, currently jailed In France, 
because he favours giving up 
arms and calling a truce which 
could lead to talks with the 
Spanish government. 


Portugal's biggest 
cement group, acquired Tunisian 
cement company Socfate des 
Ciments de Jbel Oust for 
Es38-2bn ($212. 7m). Page 16 
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Cbteese fafas set to resume 
Taiwan's top poTftical envoy, Koo 
Chen-fu, accepted a Chinese 
invitation to visit the mainland 
next month mid resume talks 
suspended since 1995. 


Futures tradbig fires reacted 

angrily to the collapse of the 
“common ctearfng" plan which 
would have seen the Chicago 
Board of Trade and the Chicago 
Mercantile Exchange pool their 
back office functiqns. .Paga 13 
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They were only four metres apart 
bnt they seemed to be taTMt, P 
about different worlds. 

Helmut Kohl, Germany’s chan- 
cellor, every inch the senior 
statesman, yesterday told voters 
they could look back an “16 very 
good years" and warned them 
that “aD experiments bring dan- 
ger" as they headed towards thin 
month's general election. 

For Gerhard Schrader, the 
Social Democratic challenger, it 
was a day to be confident, witty 
and angry. Evoking his own pov- 
erty stricken upbringing as a war 
widow’s son, he accused Mr Koh l 
of splitting Germany between 

rich and poor and creating a soci- 
ety where the young were 
MBlfictad and fell prey to drugs 

and the far right 

This clash yesterday in the 
Bundestag, Germany's lower 
house of partfament was keenly 
a waited as the only “high noon” 
confrontation between chawopp r 
and challenger ahead of the Sep- 
tember 27 poll Mr Kohl has 
refiised a television debate with ' 
Mr Schrtider. • 

In the event the format of the 1 
budget debate meant the two * 
men talked past each other, t 
alth ough telev ision comments- 1 
tors afterwards awarded victory l 
on points to Mr Schroder. F 

It was easy to see why. Mr e 
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speaking first relied heavily on 
t parliamentary lieutenants to 
' attack the SPD challenger. He 
spent much of his B0 minute 
speech discoursing on foreign 
and European policy and harking 
back to past achievements. 

Mr SchrOder, to the delight of 
SPD MPa told the chancellor his 
speech “was about the past", that 
be “had problems with the pres- 
mt" and that he was “unqualif- 
ied to deal with the future”. The 

challenger then spelt out his poli- 
cies on energy, education, low 
paid jobs and taxes. 

Germany, said Mr Kohl, was 
now a highly respected member 
of the international community, 
on friendly terms with nations 
throughout the world. 

He invoked past leaders such 
as Mikhail Gorbachev, Ronald 
Reagan, Franpois Mitterrand and 
George Bush as partners to past 
triumphs. Boris Yeltsin, the Rus- 
sian president, was given special 
praise for withdrawing his troops 
from German soil. 


u _ . _ , 1 uum racial 

r rf Schroder, who dismissed Mr and 8,000ft. 


1 comprising 13 Swiss and one 
1 American. 

Divers and ships were scouring 
the wreckage for bodies yester- 
day in water 70ft to 150ft deep. 
Canadian police said 36 bodies 
had been recovered by midday. 

Swissair did not release a list 
of passenger names yesterday, 
saying it was attempting to con- 
tact relatives first. It was also 
organising flights to take rela- 
tives to Nova Scotia to assist in 
the identification of bodies. 

The pilot of the MD-ll jet, 
which left New York’s Kennedy 
airport on Wednesday evening, 
contacted air traffic control in 
Moncton, New Brunswick, at 
10.14pm local time warning of 
smoke in the cockpit, said an offi- 
cial of Canada’s Air Transporta- 
tion^ Safety Board. The pilot 
requested diversion to Boston but 
was told to land at the closer 
Halifax airport 

TTie aircraft began descending 
from 33.000ft but disappeared 
from radar at between 10.000ft 


Yeltsin as the chancellor’s 
“sauna friend”, said Germany 
was a country in which the aver- 
age family faced an ever greater 
burden of taxes and social secu- 
rity levies. The idea of reform 
had been debauched, people 
reaching for their wallets when- 
ever they heard the word. 


Canadian police said they had 
no indications of c riminal activ- 
ity associated with the crash, but 
were still investigating. 

Swissair's safety record is 
among the best of any large air- 
line in the world. It has not had a 
fatal crash involving one of its 
aircraft since 1979. 
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Bangiadesh clash over US project 
Bangladeshi police broke up a 

Chittagong protest against the 

5438m construction of Bangla- 
desh’s first private container ter- 
minal by US company Stevedor- 
teg Services. 

SatBlRto receivefs seized 
Iranian police have seized nearly 
550 banned satellite television 
receivers, blamed by the coun- 
ty's Islamic authorities forpro- 
rcoting a western "cultural 
onslaughT. 


The US dofiar stumped analysts 
when it fafl in value frj Europe 
and the US as equfty markets fan 
and Treasury prices cflmbed 
higher on new concerns about 
the global economy. Page 23 

Venezuelan Atoinfaiium Consortium, 
the only qualified bidder in the 
privatisation of Venezuela's alu- 
minium complex, withdrew, 
scuppering the government’s 
third sate attempt Page 15 
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Anwar expelled 

* ? , 1137 6 expeUed fitxn the UMNO party, 

nraai Hanks to avoid billiod- Lumpur. But he denied 

from Mal ' ategalions indudlng^xual 

cu *' mi8bQ riaviour arfo^ason. "This 

renqy controls this week. ■ stems from jealousy" said Mr 
a P 0W 80 AnwBT - RepS/pege 6 
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a ^ Mo^taiy some of which have contracts a 
Autoraifa' eff Singapore and rep; other exchange rates. Baniw w 


' — tn remiaysiH, was 

expelled from the UMNO party, 
writes Sheiia McNulty in Kuala 
Lumpur. But he denied 
allegations including sexual 
misbehaviour and treason. “This 
stems from jealousy,' said Mr 
Anwar. Report, Page 6 


because banks have not yet can- 
vassed corporate customers, 
some of which have contracts at 
other exchange rates. Rawira fear 
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Singapore’s decision to con- 
vene a bankers' meeti ng about 
another country’s currency was 
an nnasual action. Most trading 
tattie ringgft takes place to S tng - 
apore, meaning any losses would 
most afitect banks operating 
there. 

Under the deal all outstanding 
contracts in the ringgit would be 
srftled in US dollars at a spot 
nte of M$1 The official mwbnre 
nte in Malaysia is M$3£0. Malay- 
sia’s decision to end offshore 
trading to the ringgit from Sep- 
tember 9 voids all forward cote 
tracts, options and interest-rate 
swaps to ringgit that settle after 
that date. 

The agreement has not been 
ratified. Farther meetings are 
expected today to Singapore. Lon- 
don and New York, with the par- 
ticipation of central banks 
including the Bank <rf Rn gfaw* 
and IS Federal Reserve. 

A decision fa. unlikely today I 


tomera Some fear a deal might 
encourage other countries to fol- 
low Malaysia's lead 1 
The institutions • Involved 
include leading US, European 
and Japanese banks, as well as 
money brokers. 

The decision to set a notional 
dollar rate, and the timing, 
means the Singapore authorities 
are unlikely to need to mafe» an 
informal market in the 
rmggit 

After the announcement, Mal- 
aysia’s central bank said It would 
introduce mechanisms for out- 
standing ringgit’ transactions 
after September 9. 

Simon Mahadevan Flint, an 
analyst for IDEA economic con- 
sultancy in Singapore, said the 
legal status of the contracts 
wonld be mutual termination, 
rathe- than default 
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IN THE HEART OF STOCKHOLM'S CULTURAL, 
BUSINESS AND SHOPPING AREAS. 
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CAVALLO VISIT ARCHITECT OF ARGENTINA’S SUCCESSFUL CURRENCY BOARD SUMMONED TO MOSCOW FOR ADVICE ON FINANCIAL CRISIS 



By Chrystia Freeland In Moscow 

Russia must swiftly 
Introduce a radical financial 
stabilisation programme if it 
is to prevent the economy 
from plunging into hyperin- 
flation. Domingo Cavallo, 
Argentina's former economy 
mini ster, said yesterday 
after two days of consulta- 
tions with the Russian gov- 
ernment 

' "The currency has already 
devalued a lot," Mr Cavallo 
said in an interview with the 
FT. This process will con- 
tinue unless there Is appro- 
priate action taken soon by 
the government... I hope 
they will do something 
within the next few weeks." 

Mr Cavallo, architect of 
Argentina's successful cur- 
rency board system, was 
summoned to Moscow this 
week to offer the govern- 
ment urgent advice on how 


to cope with its mounting 

flnanmal crisis. 

A currency board takes 
control of monetary policy 
out of the hands of govern- 
ment and automatically sets 
interest rates according to 
the level of foreign currency 
reserves it holds, at a fixed 
exchange rate. 

On arrival, Mr Cavallo 
immediately found himself 
at the centre of a crucial 
debate over the nation's 
future. On one side are advo- 
cates of radical stabilisation 
measures, led by Boris Fyo- 
dorov, deputy prime minis- 
ter, and advised by Mr 
Cavallo. They are opposed 
by a more conservative 
lobby, which is pushing for a 
return to command-economy 
measures such as currency 
controls and soft credits. 

Mr Fyodorov and his team 
are currently at work on a 
reformist emergency stabilis- 


ation programme, drawing 
heavily on Mr Cavallo's 
experience in Argentina. The 
question now is whether 
that programme win win the 
wider backing of the politi- 
cally shaky Russian govern- 
ment. 

If Mr Fyodorov’s approach 
is triumphant, Russian 
newspapers speculated it 
could be unveiled by Victor 
Chernomyrdin, the acting 
prime minister, in parlia- 
ment today. 

Mr Cavallo, who may be 
on his way to guru status in 
the former Soviet bloc - he 
is advising Ukrainian offi- 
cials in Kiev today - became 
an instant celebrity In 
Moscow, with radio stations 
playing Argentinian tangos 
to welcome him to the Rus- 
sian capital and newspapers 
featuring extensive accounts 
of Argentina’s victory over 
hyperinflation. 


Although some western 
economists have been scepti- 
cal about the applicability of 
a currency .board system to 
Russia, Mr Cavallo said Mr 
Fyodorov’s team had the 
technical ability to imple- 
ment a radical stabilisation 
plan. • 

“If they decide to imple- 
ment a monetary refrom like 
the one we implemented in 
Argentina, they have- the 
technical capacity to do it,” ' 
he said. 

The big question. Mr 
Cavallo said, was whether 
Russia’s leaders, who have 
been weakened by a political 
crisis, would summon the 
political will to pursue diffi- 
cult reforms. 

Perhaps surprisingly, 
some of the influential Rus- 
sian financiers who have 
often been viewed as ene- 
mies of reform appear to be 
actively lobbying for Mr 



CavaBo: currency board advice 

Cavallo' s advice to prevail. 
Mr Cavallo said that in 
Moscow he met leading busi- 
nessmen, Including Boris 
Berezovsky. 

This week Mr Berezovsky 
publicly championed Mr 
Cavallo and called on the 


goe^^jenfe jo. a&sB» behind' 
a 

* BE cur- 

rency A board style approach. 
Mr Cavallo said that, it 
would be crucial to reform 
the tax system simulta- 
neously. 

A virtue of the currency 
board, approach, he said, was 
that it drew a line between 
old a nd new t a x obligations,' 
by, in effect, separating, old 
and new money. 

The government should 
use this transition as ’ a 
starting point for a new tax 
regime. 

If Russia opts for a tough 
stabilisation plan, Mr 
Cavallo said that assistance 
from the west would be par- 
ticularly important.' 

The only waytoproduce 
stabilisation is 'with some 
support from the- Interna- 
tional Monetary Fund and 
the G-7," he said. 
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HOUSEHOLD DEPOSITS CENTRAL BANK ORDERS TRANSFER OF ACCOUNTS TO SAVINGS BANK 


economic Russian banks claim ‘expropriation’ 


recovery By John UkhtiMH In Moscow 

continues 


By David Owen bi Paris 

The French economic 
recovery continued to gather 
pace in the second quarter, 
keeping the country on 
course for growth of 3 per 
cent this year, in spite of the 
crises gripping Russia and 
much of Asia. 

Figures published yester- 
day by Insee, the national 
statistics institute, put 
growth of French gross 
domestic product at 0.7 per 
cent in the Aprfl-June period 
after 0.6 per cent in the first 
three months. 

The figures confirmed the 
robustness of internal 
demand, with household 
consumption rising 1 per 
cent after a 0.7 per cent first- 
quarter increase. Internal 
demand has taken over as 
the main engine of growth, 
as previously buoyant 
exports come under pressure 
as a consequence of the eco- 
nomic problems in other 
parts of the world. 

Dominique Strauss-Kahn. 
finance and industry minis- 
ter. said 1998 growth would 
now reach at least 3 per 
cent, with a similar pattern 
of growth expected in com- 
ing months. 

“The internal dynamic is 
contributing to compensate 
for the effects of the deterio- 
ration of the International 
environment," he said. The 
growth in household demand 
was “the base or French 
growth and is contributing 
to the acceleration of corpo- 
rate investment observed 
since the start of the year". 

Mr Strauss-Kahn said that 
household consumption 
would continue to progress, 
supported notably by car 
purchases. Indications of 
building activity showed 
that households were 
starting to take advantage of 
low Interest rates to increase 
their investments in hous- 
ing. On the other hand, the 
financial difficulties experi- 
enced by numerous emerg- 
ing countries would con- 
tinue to affect Lhe 
contribution to growth of 
foreign trade. 

Analysts took a similar 
view, with ABN- Amro indic- 
ating it expected GDP 
growth to "comfortably meet 
our forecast of 3 per cent 
this year". "Household con- 
sumption is gathering 
momentum." it said. Though 
unemployment is still high, 
employment had grown sig- 
nificantly over the past year. 


Russian b anks yesterday 
reacted with outrage to the 
central bank’s orders to 
allow household deposits 
from six commercial banks 
to be transferred to Sber- 
bank, the state-backed 
savings bank, saying it could 
result In a deluge of writs. 

Victor Bukato, chairman 
of Mosbiznesbank, one of the 
six banks to be affected, 
said: “The order transferring 
these sums smacks of expro- 
priation." 

The central bank’s move is 
designed to guarantee house- 
hold deposits and prevent 
panicked customers from 
withdrawing all their money 
from the banking system. 
The central hank said every 
depositor could choose 
whether to transfer their 
deposits to Sberbank 
although they would not be 
able to withdraw their 
money immediately, mean- 
ing their value would be 
eroded by the rapid fall in 
the rouble. 

Analysts said the move 
was a brave gesture but 
were unsure whether it was 


a prelude to withdrawing 
licences from the troubled 
banks, many of which are 
now involved In convoluted 
merger talks. The six banks, 
Menatep, Most, SBS-Agro. 
Inkombank, Mosbiznesbank, 
and Promstroibank, include 
some of Russia's biggest 
financial institutions, linked 
to powerful “oligarchs". 

On Wednesday, Alexander 
Smolensky, chairman of 
SBS-Agro, which the central 
bank wants to nationalise, 
blamed the government for 
the banking sector’s liquid- 
ity crisis after it forcibly 
restructured the government 
debt (GKO) market “This 
so-called restructuring of the 
GKO market is Just plain 
robbery: $20bn has been 
washed out of Russia's finan- 
cial system. Like Bolsheviks, 
they Just took away this 
money," he said. 

But the central bank has 
been trying to keep the trou- 
bled banking sector afloat by 
lowering the banks’ mini- 
mum reserve requirements. 
This week, it cut the reserve 
requirement from 10 per cent 
to 7.5 per cenL 

Roland Nash, economist at 



Muscovites queue yesterday outside the Most bank, one of the six named by tha central bank Reuters 


MFK Renaissance, an invest- 
ment hank, said this injec- 
tion of liquidity was mainly 
responsible for the sharp foil 
in the rouble yesterday to 
18.46 to the US dollar. He 


percentage point foil in the 
banks’ minimum reserve 
requirements injected 
Rbs2.5bn ($l85m) into the 
b anking system. 

“The reasoning of the cen- 


liquidity into the hanking 
system so that the banks are 
able to provide; depositors 
with their cash." he said. 
“But the banks just take 
these new roubles and 


estimated that every one tral bank is that it injects change them into dollars." 


Russia’s Kuzbass region flexes its muscles again 


Moscow has been warned that miners will 
block rail lines if their demands are not met. 

Charles Clover and John Thornhill report 


T he governor of the 
Siberian region which 
produces half of Russia’s 
coal Is trying to wrest more 
powers from Moscow to pay 
local miners, who are owed 
an average of five months' 
wages, 

Aman Tuleev, governor of 
the Kuzbass region, warned 
that if his economic and 
political demands are not 
met, coalminers will block- 
ade railway lines through 
the region's territory, which 
connects Russia’s east and 
west 

“The central government 
has no dunce. If it does not 
agree, the miners will be sit- 
ting on the railway tracks 
again," he said. 

Mr Tuleev's stance reflects 
the increasingly aggressive 
demands of many of Russia's 
elected governors, who are 
desperate to assert their 
influence as the federal gov- 
ernment's authority crum- 
bles. 

Some are toying with a 
range of measures to protect 
their local economies If Rus- 
sia’s current financial crisis 


spirals out of control. To the 
Kremlin's alarm, the talk is 
turning to local price con- 
trols. federal tax strikes, and 
even the issue of quasf-cur- 
rendes. 

The V re my a newspaper 
reported that the Samara 
region, south-east of 
Moscow, was considering 
issuing bonds, backed by 
municipal property, which 
could be used for payments 
in the event of economic cri- 
sis. 

“After this there remains 
only one more action needed 
to complete their exit from 
the structure of Russia - to 
declare formal indepen- 
dence." the newspaper com- 
mented. 

“It is a good time for the 
governors to play these 
games," said Nikolai Petrov, 
an expert - On Russia's 
regions at the Carnegie 
Moscow Centre. “The central 
government is practically 
absent." 

Mr Tuleev, a rougb-hewn 
railway engineer who stood 
as a Communist candidate In 
the 19 96 presidential elec- 


tions. claimed that if his 
regional government were 
given control of local coal 
mining enterprises it could 
fix the problem of wage 
arrears. 

The central government 
still owns controlling stakes 
in most of the coalmines, but 
does not interfere with the 
management. 

“Why do we want the 
shares? So that we (the 
regional administration) can 
have a place on the board of 
directors, participate In ded- 


regions, 89 in aH- The coun- 
try would be easier to gov- 
ern if we lowered this num- 
ber," he said. 

Last May, Kuzbass miners 
started Russia's so-called 
“rail war” by blacking the 
Trans-Siberian railroad,' 
which runs through the ter- 
ritory. 

They lifted the blockade in 
late May then Imposed it 
again In July for two weeks 
and have threatened once ' 
again to blockade the tracks. 

Labour union leaders in 


Elected governors across Russia, 
desperate to assert influence as 
federal authority crumbles, are making 
increasingly aggressive demands. 


NEWS DIGEST . 


FRENC H MINISTER \H COMA ; - 

Chevenement ‘has 
heart attack’ 

Jean-Pterre Chev&nement, French Interior minister, was In 
a, coma yesterday after suffering cardiac arrest during rou- 
tine surgery. 

The office of Lionel Jospin, the prime minister, saw that 
the 59-year-okJ minister’s hospital stay would be pro- 
longed as a result, and he would be unable to resume his 

functions at.the staiTof next week. 

. Mr Jospin has proposed that overseas minister Jean- 
Jacques Queyranhe take over as interim interior minister. 
The leader of the leftwing Mouvement des Citoyens, Mr 
Chevdnement gained international prominence when he 
quit as defence minister at the start of the -1991 Gulf war 
to protest .against France's participation in the US- led 
coalitiari. He has been seen by some as a. possible future 
prime minister. David Owen, Paris 

ITALY C HALLENGE 

Change course, Prodi told 

The leader of Italy's far left party challenged Romano Pro- 
ofs government yesterday to change course or risk losing 
its majority In the lower house of partament 
Fausto Bertinotti, general secretary of the Reconstructed 
Communists party, said he was raising the political stakes 
to ensure the centre-left government took his party's pro- 
posals seriously, manly on employment and health. 

But supporters of Armando Cossutta, the party chair- 
man, seemed Increasingly at odds with Mr BertinottTs 
position and said a divergence of opinion was emerging 
within the hard left on its relations with the Prodi adminfo- 
tration. The government depends on the votes of the 34 
Marxist deputies in the Chamber of Deputies for its major- 
ity. . ' -"v' 

"We want to raise the stakes as we have asked the gov- 
ernment to make commitments which until now they have 
not adopted,” Mr Bertinotti said. ‘For us, the line is dear. 
Ether there is a change of policy or there wilt be break- 
down in the majority." he added. Reuters, Rome 


MALTESE ELECTION ■ 

EU decision for voters 

Both main parties are forecasting victory in Malta's general 
election tomorrow, with voters being offered another 
chance to decide on the island's future relations with the 
European Union. 

The Labour government and rts prime minister, Alfred 
Sant, lost a one-seat majority earlier this year when Dorn 
Mmtoff, 63, the former party leader, defected to the oppo- 
sition. 

The opposition Nationalist party, ted by Eddie Fenech 
Ad ami, has based Its campaign on seeking EU member- 
ship, though Malta is unlfeely to be able to join until 2005 
at the earflesL 

But it has also focused on issues such as lowering water 
md electricity costs, as well increasing demand in the 
domestic economy. 

Mr Sant opposes EU membership but is holding talks 
with Brussels on creating a free trade zona Godfrey 
Grima, Valetta 


sion making, and block the 
decisions that are not cor- 
rect," said Mr Tuleev. 

Be would also like to mod- 
ify taxation rules so that a 
greater percentage of local 
tax revenues would stay til 
Kuzbass and dreams of uni- 
fying his region with th& 
neighbouring regions ol 
Tomsk and Altai. “Russia 
has too many administrative 


Kuzbass charge that mine 
directors siphon off revenues, 
by selling coal at artificially, 
low prices to tradtagreornpa- 
nies which they own. But 
Anatoly Chekhis, head of the 
Federation of Independent 
Trade Unions in Kuzbass 
said the problem of wage 
arrears also had a broader 
dimension. 

“This problem is not just 


with our manager. It is a 
problem all over Russia 
which means that it is a 
problem with the system. It 
is the whole system that we 
must change," he *etid 

Mr Tuleev enjoys wide 
-popularity throughout Kuz- 
-Jaasq,'^ region which has 
always' been on the forefront 
of jsqlttical change in Russia. 
In, Jane-1989, strikes in Kuz- 
bass wete one of the main 
factors .that brought Boris 
Yeltsin to power in 1991. 

But how. most of the popu- 
lation jof Kuzbass is tired'of 
Mr Yeltsin and the central 
government. The region Is 
one of the most active partic- 
ipants in the “red belt” of 
regions in Russia where 
communists enjoy strong 
popularity. 

“Kuzbass has always been 
a pioneer in political move- 
ments," said Victor Zheltov, 
head of the political science 
department at Kemerovo 
State University. 

“We were the-Sist to go on 
strike in 1989, and we were 
the first to block the rail- 
roads in MSy." 

“Kuzbass has always been 
the first to sponsor ideas 
which the regime does not 
like. Who knows where we 
will go this time?" he gwM 
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BRUSSELS WARNING “PUT YOUR OWN HOUSE IN ORDER,’ SAYS COMMISSION PRESIDENT 


EU assistance will depend on reform 


By HsS Buddoy In Brussels 


The European Union warned 
Russia yesterday that it 
could expect no new Interna- 
tional financial support 
unless it installed a function- 
ing government committed 
to economic reforms. 

In its first substantial 
response to the Russian cri- 
sis. the European Commis- 
sion - the ElTs executive 
arm - echoed the message of 
President BUI Clinton in 
Moscow this week that new 
assistance from interna- 
tional financial institutions 
was conditional on contin- 
ued reform. 

Jacques San ter, the Com- 
mission president, warned it 
was "up to the Russians to 
pul their own house in 
order". 


Hans van den Broek. com- 
missioner for relations with 
Russia, said the fact that 
such a potentially rich coun- 
try was in disarray 
suggested something was 
“politically, fundamentally 
wrong". 

“Anything we would dis- 
cuss on giving assistance to 
Russia - which obviously 
with others we are prepared 
to do - can yield no result or 
success unless the political 
problems are first being 
addressed, or until a new 
government with parliamen- 
tary support is in place." he 
warned. 

But the EU’s executive 
stopped short of endorsing 
Victor Chernomyrdin, the 
acting prime minister 
appointed by President Boris 
Yeltsin. 


The EU has decided - 
against holding a special 
finance ministers’ meeting 
on the crisis - in spite of 
support for the idea from Mr. ■ 

Santer and Yves-Thibault de 
Silguy, monetary affairs 
commissioner, and Austria, 
holder of the EU presidency. 
But it plans to send Hr - 
de Silguy and Rudolf Edlin- 
ger. the Austrian finance 
minister, to Moscow to 
discuss EU assistance once 
the political situation haff 
stabilised. i 

Brussels pledged to "re-, 
target" existing support to 
Russia through the Taels 
Technical Assistance to the 
Commonwealth or Indepen- 1 
dent States - programmed 
which has provided $i.6bn; 
over seven years. It would - 
aim at strengthening areas 


such as budget management, 
expenditure controls and tax 
collection, as wen as bank- 
ing supervision and restruct- 
uring commercial ba nkin g. 

Tacis aid would also be 
channelled more Into pro- 
jects aimed at restructuring 
businesses and encouraging 
investment. 

The Commission contin- 
ued to play down the poten- 
tial-impact of the crisis on 
the European economy, say- 
ing Russia, accounted for 
only 4 per cent of EU trade, 
and 8 per cent of debts out- 
standing to EU banks. 
...But. Mr Santer. con- 
ceded that there was a 
"medium-term risk" that, 
without a "convincing 
response" from the Russian 
authorities, international 
business confidence could 


deteriorate, slowing growth. 

- The Commission also 
Insisted the crisis would 
have limited impact on other 
former Soviet bloc countries 
and, importantly, would not 
disrupt the timetable for 
planned enlargement of the 
Union to the east early , in 
the next century. . .. 

Most eastern European 
countries had reorientated 
their trade Sows away from 
Russia, primarily towards 
the ED, and were not com- 
peting directly with Russia 
on world markets. 

“The Russian crisis dearly 
shows how import. ft. is that 
progress towards economic 
reform has taken [hold] as it 
has in the candidate coun- 
tries," said Mr van den 
Broek. “That is the best way 
to avoid contagion." 


PRE-ELECTION POLL 

Germans see harder lives 

More than half of Germans expect to have to work harder 
and few lower wage rises because of Intensifying global 
economic pressures, according to an opinion poll pub- 
lished today. The survey hlghfights Germans' sensitivities 
at a time when unemployment stands at about 4m. 

Germany has some of the world’s highest labour costs 
and most generous holidays. The issue of how to improve 
competitiveness to tackle the high joblessness has 
become a key Issue in the political debate ahead of the 
September 27 national elections. 

Germans are less concerned about the threat of compe- 
tition from Asian countries in the wake of the region's eco- 
nomic and financial crisis, the survey found. But they are 
pessimistic about their future standard of fiving: almost 
two-thirds expect their incomes to stagnate or decrease, 
the survey, published by the German chemicals employers' 
federation, shows. 

The survey found 57 per cent of people thought Ger- 
mans would have to work longer hours and reduce wage 
demands If the country was to stay ahead in international 
competition. About 3,103 people were polled in east and 
west Germany by the Emntd Institute, one of Germany’s 
leading polling organisations. About 64 per cent of people 
thought their standard of living would decline or remain at 
current levels. Graham Bowfey, Frankfurt 


MEMBERSHIP PUSH_ 

Call to speed EU talks 

Jan Krzysztof Bteiecki, Poland’s representative at the 
European bank for Reconstruction and Development 
(EBRD) and a former prime minister, has called on the 
country's authorities to speed preparations for European 
Union membership. 

Mr Bielecki said Russia's financial crisis made it impera- 
tive Poland should join the EU as soon as possible. He 
has appealed to the government, parliament and the presi- 
dent to issue a joint declaration that Poland will be ready 
to join the EU in 2000. 

This Is two years earlier than the date officially adopted 
by Poland as the time the country will be ready for mem- 
bership. The year 2002 has been penciled in by the Euro- 
pean Commission as the moment when Poland should be 
ready to join. Christopher Bobrnski, Warsaw 


RAMJB^OOSING _ 

War ‘over for Latvia’ 

A Russian radar base, the final vestige in the Baltic states 
of the cold war, has been decommissioned, paving the 
way for the withdrawal of the last Russian troops from the 
region. 

The radar has been turned off at the Skrunda base in 
Western Latvia, part of a sprawling Soviet-era early warn- 
ing missile system. According to a btetarai agreement 
between Latvia and Russia, the radar will be dismantled 
and the 400 remaining Russian soldiers will depart over 
the next 18 months. 

Valdls B Irka vs, Latvia’s foreign minister, said the second 
world war. was finally over for Latvia. 

Moscow had withdrawn most of its troops from the Bal- 
tic state by 1994, but cajoled a four-year extension to 
.operate Skrunda^ saying at the time the base was crucial 
to its earty warning missile system. 

Jixgen Hubschen, representative of tine Organisation for 
Security and Co-operation In Europe, - which Is supervising 
the withdrawal, said the Ftussiamn-Latvian co-operation 
was “perfect following not only the wording, but also the 
spirit of the agreement.” Mate] Vipotnik 
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EUROPE 


Oslo’s slalom government 
heads for a hard landing 

Norway’s prime minister has taken a week’s sick leave to try to overcome work related 
blues but economists say they will take longer to beat than that, reports Tim Burt 

N o wonder Kjell volatility prompted by Bus- deal longer than that, and current account surplus of 
Magne Bondevik is sia's turmoil, the Odo Total- warn that the country might NKr92bn (JU.Bbn) this year, 
deuressed. The iTviw lnot mnn rtinn on noF have to suffer a hard landing n , wa# ft**i»%**n im* n*** ^w>an 
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Noway: now tbe economic picture looks Weaker 


N o wonder Kjell 
Magne Bondevik is 
depressed. The 
prime minister of Norway, 
who earlier this week 
announced he was suffering 
from “depressive reaction to 
overwork", has watched 

with growing alarm as the 
economy has lurched 
towards a downturn. 

When Mr Bondevik ’s 
minority centre-right coali- 
tion came to power last Sep- 
tember, most analysts 
agreed it would take a gov- 
ernment of startling incom- 
petence to upset the oil- 
fuelled economy. 

Now, however, the picture 
is looking bleaker. 

Crude prices have tum- 
bled, undermining the coun- 
try's oil surplus. Tbe krone 
has declined sharply, in spite 
of seven interest rate rises 
by the central bank. Govern- 
ment-imposed delays on new 
oil projects have hurt invest- 
ment in the offshore engi- 
neering Industry. And hopes 
of wage moderation have 


volatility prompted by Bus- 
sia's turmoil, the Oslo Total- 
Index lost more than 20 per 
cent of its value in August 
The krone readied a six-year 
low against the D-Mark. 
Interest rates, which began 
the year below 4 per cent, 
have more than doubled- 
If that was not enough, the 


Yesterday, the country's 
statistical bureau confirmed 
that a slowdown was likely, 
with new figures forecasting 
gross domestic product 
growth falling from 3*5 per 


If the government is to salvage any 
economic credibility, next month’s 
budget will have to contain harsh 
measures to avoid overheating 


government coalition - com- 
manding just 42 of the 165 
seats in parliament - has 
failed to tighten fiscal policy 
or significantly reduce gov- 
ernment spending. 

Mr Bondevik, whose 
administration has been 
dubbed the "slalom govern- 
ment", has now taken a 
week's sick leave to try to 


evaporated with a spate of overcome his work-related 


over-generous settlements. 
Even before the market 


blues. But Norwegian econo- 
mists say it will take a great 


Kosovo fighting 
overshadows 
progress in talks 


By Guy Dbunora in Belgrade 

Heavy fighting yesterday in 
Serbia's province of Kosovo 
overshadowed progress by 
US mediators in securing an 
agreement between Belgrade 
and ethnic Albanian leaders 
on a framework for fixture 
negotiations. 

Diplomatic observers 
reported that government 
forces shelled separatist mil- 
itants for a second day in 
villages between the Alba- 
nian border and Prizren, tbe 
main town in the south of 
Kosovo. Local journalists 
said 35 Kosovo Liberation 
Army (KLA) rebels and five 
Serbian policemen were 
killed on Wednesday. 

Police also dosed off the 
main east-west highway 
between Pec and the provin- 
cial capital of Pristina, while 
a large government offensive 
continued in central Kosovo. 
Thousands of ethnic Alba- 
nian refugees are trapped 
out in the open and aid 
workers said infants were 
dying of exposure with the 
onset of wet, cold weather. 

After months shuttling 
between Belgrade and Pris- 
tina, Chris Hill, the US medi- 
ator, this week persuaded 
both sides to put off talks on 
Kosovo’s final status for 
three to five years. Negotia- 
tions over coming months 
are to focus on reaching an 
“interim agreement", to 
include a ceasefire, confi- 
dence-building measures, the 
return of refugees and the 
extent of self-government for 
the province’s 2m people. 

Slobodan Milosevic, presi- 
dent of the rump federal 
Yugoslavia, said on Tuesday 
that talks would begin on 
“an appropriate degree of 
autonomy” for Kosovo. Ibra- 


him Rugova. the Kosovo 
Albanian leader whose calls 
for independence find no 
support within the interna- 
tional community, agreed to 
the US-proposed timetable 
the next day. 

One senior diplomat 
described the development 
as a “procedural break- 
through”. US troubleshooter 
Richard Holbrooke used the 
same phrase when Mr Milos- 
evic and Mr Rugova met for 
the first and only time on 
May 15. The Kosovo Alba- 
nian side broke off talks 
after the government , 
launched an offensive | 
against KLA bases that has j 
so far uprooted over 25OJM0 I 
people and destroyed dozens . 
of villages. I 

Recalling many false 
dawns that punctuated tbe | 
negotiating process in the 
1992-95 Bosnian civil war, 
diplomats said it remained 
to be seen whether Mr Milos- 
evic was serious about his 
commitment to talk s, 

Another potential stumb- 
ling block is the weakness of 
Mr Rogova's own position ! 
within the ethnic Albanian 
majority. The KLA has i 
denounced Mr Rugova and 
named its own political rep- 
resentative, Adem Dejooaci, 
who has spent 28 years in 
Serbian prisons. Mr Deraad, 
a fierce rival of Mr Rugova, 
has not commented on the 
US initiative. 

Western governments are 
unlikely to soften economic 
sanctions on Belgrade until 
real progress is seen. Diplo- 
mats say European Union 
foreign ministers may agree 
this weekend to a ban later 
rtriw month on flights of the 
Yugoslav airline JAT to EU 
capitals. Belgrade is likely to 
respond in kind. 


Slovakia steps 
up Danube clash 


By Kerin Done In London and 

ltes»r Eddy h Budapest 

Slovakia yesterday 
intensified its dispute with 
neighbouring Hungary over 
a hydropower scheme on the 
Danube which has been a 
running sore in relations 
between the two countries 
since the early 1990s. 

The Slovak government 
said it had decided to return 
the dispute to the Interna- 
tional Court of Justice in 
The Hague alter the break- 
down of negotiations on 
implementation of an earlier 
judgment Issued by tbe 
court a year ago. 

Bratislava attacked the 
"hostile approach 1 * of the 
new centre-right Hungarian 
government led by prime 
minister Viktor Qrban, 
which swept to power in tbe 
Hungarian general election 
last May. 

In contrast to the previous 
Socialist-led government of 
Gyula Horn, tbe Or ban 
administration appears to 
have ruled oat the option of 
bufidfoff .a dam an the Hun- 
garian section of the Dan- 
ube. as originally planned to 
complement the Gabcfkovo 


Amt, already in operation on 
Slovak territory. 

Hungary abandoned its 
share of the works in 1969 
amid widespread environ- 
mental protests, which 
played a key role in toppling 
the communist regime. 

The nationalist Slovak 
government led by prime 
minister Vladimir Medar 
has decided to raise the 
issue of tbe dam only weeks 
before it faces a general elec- 
tion later this month. It said 
yesterday that Hungary bad 
refused to sign an agreed 
Draft Framework Agree- 
ment. which the Horn gov- 
ernment had initialled in 
February. 

It is seeking a judgment 
that Hungary is responsible 
for failure of negotiations to 
dote and wants a rigid time- 
table for further talks. It 
trams that if these fail, it i 
will return to the court to 
seek compensation for Hun- ! 
gary’s alleged breaches of i 
the original 1977 treaty. I 

Hungary yesterday 
acknowledged Slovakia was 
within its rights to turn 
again to the court, but was 
still “wffUng to engage ha 
constructive talks”. 


cent this year to just 0.5 per 
cent in 1999. It said , the out- 
look for 1999 represented the 
lowest growth for the main- 
land economy in eight years. 

To be fair, the problems 
are not solely of the govern- 
ment's mfllriTig - 

The impact of the falling 
oil price should not be 
underestimated. Oil reve- 
nues account for more than 
15 per cent of GDP, and were 
expected to contribute to a 


currant account surplus of 
NKr92bn (JU.Bbn) this year. 
That estimate has now been 
cut to NKi27bn. 

Meanwhile, the over-expo- 
sure of the Oslo bourse to oil 
and shipping stocks has con- 
tributed to sharp falls. The 
market has under-performed 
In line with ofl prices, while 
the fallout from Asia has 
also hurt large companies 
such as Kvaemer, which 
yesterday reported first-half 
profits down from NKrS4Qm 
to NKiQBBm. 

Last autumn. Mr Bondevik 
also inherited a budget from 
his labour party predeces- 
sors containing a fiscal pol- 
icy too loose to cool the 
economy. 

“Norwegian voters bear a 
certain responsibility for 
this mess,” according to 
Marius Loemo, ffrirf analyst 
at Christiania Markets in 
Oslo. “They voted for parties 
who wanted to increase 
spending without tight ening 
fiscal policy any further.’ 1 

For the past year, the 
coalition has been squeezed 
by the c onflicting demands 
of rival parliamentary £ac- 
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tlons. unable to agree on the 
necessary medicine to cure 
the economy. 

On the left, the Labour 
party has been unwilling to 
sanction cuts in the welfare 
system. On the right, the 
Conservative and Progress 
parties have resisted 
increases in taxation. 

To make matters worse, 
Norway's so-called “solidar- 
ity alternative” has broken 
down. In theory, economic 
policy is founded on three 
pillars, where the central 
bank uses monetary policy 
only to stabilise the krone, 
the government relies on fis- 
cal policy to control domes- 
tic demand and wage moder- 
ation is supposed to curb 
inflationary pressures. 

Fiscal policy, however, has 
not been tightened suffi- 


ciently and wage growth has 
been projected at 6 per cent 
this year, three percentage 
points above the average 
among Norway's main trad- 
ing partners. 

For some time, tbe central 
bank has criticised the drift 
to policy and urged the gov- 
ernment to give it greater 
freedom to monetary policy, 
something ft has so far 
resisted. 

“The crux of the matter is 
that Norway does not pos- 
sess a truly independent cen- 
tral bank which can tackle 
the overheating economy 
and wage inflation," accord- 
ing to analysts at Merrill 
Lynch. “Neither is there any 
political will to tackle this 
through fiscal restraint” 

But in the absence of any 
substantial economic toitia- 


Sep Jm 


tive from the coalition, tbe 
bank has set the economy on 
coarse for a bard landing by 
increasing interest rates and 
spending NKi&5bn to defend 
the c urre ncy since mid-July. 

The krone has hardly 
responded to the treatment. 
Yet the real pain is being 
suffered by Norwegian com- 
mercial and private borrow- 
ers, who have seen business 
lending rates and mortgage 
costs rise inexorably. 

It is a painful scenario for 
Mr Bondevik, who has tem- 
porarily handed over his 
duties to Anne Enger Lahn- 
steiru leader of the 11-seat 
Centre party. 

Her instinct is to maintain 
high state spending, espe- 
cially on the elderly and 
families with children. And 
she is reluctant to penalise 


employers and employees by 
raising corporate and 
inwMw taxation. 

If Mr Bondevik's govern- 
ment is to salvage any eco- 
nomic credibility, next 
month’s annual budget state- 
ment will have to contain 
some harsh measures to 
avoid further overheating. 
But his absence could far- 
ther hamper attempts to 
reach a cross-party deal on 
the necessary budgetary 
medicine. 

“There is a slight chance 
that there could be a greater 
[political] will to cooperate," 
says Mr Loemo at Christi- 
ania Markets. “But Mr Bon- 
devik has an filmaai now, 
and the differences between 
tbe parties are still there.” 

Additional reporting by 
Valeria SkOht 


Pure determination by Derek. 

Pure invigoration by Ciba. 

We're keeping pace with the world's need for pure water so 
Derek and Industry can keep on running. 

Thinking of a long, cool, drink of water can help Derek reach the finish line faster. Thanks to Ciba Specialty Chemicals 1 
new water treatment capabilities, he doesn't have to imagine any impurities. 

For decades, Ciba has enhanced everyday life and supported industry with innovative chemical 
effects. To meet the increased demand for clean water now and in the long run, we have 
expanded our portfolio to include water treatments. With innovative solutions for removing 
i substances and cleaning water, Ciba is positioned to go the distance. 

Ciba refreshes the world's water supply. 

For more information about Gba Specialty Chemicals, 
visit our website at www.dbasc.com, fax +4 J 67 636 3019 
in Switzerland or +44 127 441 7045 in the UK. 
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Mergers boost to 
direct investment 


By Ranees WSJ Earns in Geneva 


World foreign direct 
investment jumped last year 
by more than a quarter 
despite the east Asian finan- 
cial crisis, fuelled by the 
boom in cross-border merg- 
ers and takeovers, according 
to the latest figures from the 
United Nations Conference 
on Trade and Development 
(Unctad). 

FDI outflows reached 

$424bn in 1997 from S333bn 
in 1998, while inflows rose to 
*4Q0bn from 333Sbn, the dif- 
ference between the two 


reflecting different statistical 
coverage and methodologies. 

About a third of all Sows 
went to developing countries 
last year. Unctad, which will 
publish more detailed fig- 
ures in November, says 
there are “prospects for a 
further increase" in total 
FDI in 1998. 

The wave of cross-border 
mergers and acquisitions in 
western industrialised coun- 
tries was the main driving 
force behind the surge in 
FDI in 1997. Cross-border 
M&As Involving majority 
holdings were valued at 


China’s financial sector counts 
on a slow start from abroad 


Beijing’s recent market liberalisation has not unduly upset the 
domestic banking industry. James Harding finds out why 


M arket liberalisation 
tends to elicit, at the 
very least, a bleat of 
discomfort from those com- 
panies whose business is 
being thrown open to foreign 
competition. 

But in China's banking 
sector it has prompted 
barely a murmur. 

As China moved into a 
new phase of banking liber- 
alisation last month, promis- 
ing to allow more foreign 
banks the chance to do local 
currency business more 
widely in China, domestic 
banks have been unruffled - 
as clear a signal as any that 
Beijing's liberalisation pro- 
gramme is not throwing 
open the doors to the home 
market to foreign banks. 

At China's central bank 
office in Shenzhen, the 
border town neighbouring 
Hong Kong where a handful 
of foreign banks will 
shortly be allowed to 
offer Chinese currency 
services, an official explains 
why domestic banks have 
been so far been unmoved: 
“In the past year, the 
approval of foreign banks to 
do renminbi [Chinese cur- 
rency] business has not had 


any real impact on local 
banking.” 

The first foreign banks 
were approved to conduct 
business in Chinese cur- 
rency in Shanghai at the 
beginning of 1997, but the 
terms of the licences were so 
restrictive that their local 
currency business has 
proved negligible. 

Now, China is inviting 
banks in Shenzhen to apply 
to do local currency busi- 
ness, part of Beijing's very 
slow programme of opening 
up dty after city to limited 
foreign bank participation in 
Chinese currency business. 

At the same time in 
Shanghai, the original nine 
foreign banks licensed to 
provide local currency ser- 
vices last year will be joined 
by another 10 foreign banks, 
all set to compete for clients 
among the city’s foreign- 
invested enterprises. 

The liberalisation has a 
dear political logic for Bei- 
jing. 

As China pursues its 10- 
year-old bid for membership 
of the World Trade Organisa- 
tion, the government is 
opening the financial ser- 
vices market as evidence of 


its free market credentials. 

But the benefits for for- 
eign banks have not yet 
been so clear. Indeed, unless 
the terms of business change 
substantially, they may well 
find in the short term they 
have won little more than a 
licence for frustration. 

Foreign bank managers 
are generally wary of com- 
plaining about the liberalisa- 
tion process. 


F or one thing, no one 
wants to be seen to be 
criticising the People's 
Bank of China (FBOC), the 
central bank, which chooses 
which banks get approval to 
do what business. For 
another, it has become much 
harder to grumble about the 
slow pace of financial sector 
liberalisation in China in the 
wake of Asia's financial cri- 
sis, which has shown the 
dangers of opening up finan- 
cial markets too soon. 

But there have been some 
who have spoken out Ear- 
lier this year. John Beeman, 
country corporate officer at 
Citibank in China, said: "For 
the last four or five months. 
Citibank's renminbi business 
has gone nowhere." He 


BUSINESSES FOR SALE 
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Surveyors, Valuers & Agents , 


Tkossuhs 


Hotel, Folkestone 

•47 letting bedrooms. 

• Bar. kxmgc, restaurant nod functioa 
room. 

• TIO to 304.98 £300£44. 

ffiSMHX) ntEBBOLD 

London Office Rtf 4/FTS80Q/HB 

01712270700 


Residential Home 
Reostesh) tor 25 nxs 
Cuxs Care Abutment 

• Superior dcadxdfrapaty. 

•23 nnjjc jmd I iwta. 

• TA3 £7.000 per wodc. DMA prone. 

• Profit £171000. 

• Pmenger ttft. 

£680^00 FREEHOLD 

Exeter Office Ref 5VFTmi2fUA 

01392259371 


The Lakh Hotel, Lake of 
Menthth 

• Stylish Edwjnxfinn comaj boose 
boteL 

p o ridotL 

• 16 en sane taring bedrooms, 
eaesemuxy «e tamn, lounge, bar. 

• T/O ID 31.1(197 £491392 etc VAT. 
£625,000 razzaou) 

Glasgow Office ft(f 6&FT4501 6/HD 

01412043000 


Bv BISECTION Of Exeter & 
District Community Health 
Service, 5 Seuield Road 

-Former r es ide n tial borne. 

1 1 bedrooms (7 ea sane). 

• Same rooms. Penally fa m is h ed 

• Scope bed and breakfast, guest 
house. subject to consents. 

•New root 

OffERS INVHBD FREEHOLD 

Exeter Office Ref 32/FT79602/1MA 

01392 259371 


t.l OU 1 Ml KNH1KI 


H VUPNHIRV 


StVMIKM.I 


Dual Registered Home to* 45 

• Set in approximately 3 acres. 

• 35 single and 5 rwin rooms 
(35 cn ttnueV 

• Fees £204^CS00 per week. 

-Matroe run, rctiretnem sale. 
£L2SIM)QB FREEHOLD 
Bristol Office Ref U/FT 1427 

0117 974 4566 


Nursing Home 
Registered for 24 

• Set in approximately 7 acre*. 
-TVO £7,300 per week. 

• Management ran. 

• Plata passed for 10 angle beds. 

• Owner s scK contained 3 bedroom 
flat 

£525,000 FREEHOLD 

Exeter Office Ref 32/FTT96MMA 

01392259371 


Nor i ii U i s i 


EMI Mowing Home 
Registered ro« 33 

• TVading with moog Occupancy 

• Fee range £32G£402 per zeafetan 
per week. 

• 27 single b ed ro oms (IS enrobe; 
3 double rooms C2 en arise). 

• T/O year end 31.1047 £467.556. 

£950^00 FREEHOLD 
Winchester Office 
Ref 38/FTM934MC 

01962 844455 


Dispersed Hocswc Scheme 

• 2 properties. 

■ Each boose registered for 6- 

• 10 single rooms. 1 doable room. 

• Full occupancy . 

£295,000 FREEHOLD 

Manchester Office 
Ref36/FT/8646MA 

0161 833 3311 


Sim ni Dl vo\ 


Horn, Eastbourne 

•24 taring bedrooms. 

• Restaurant. 2 lounges. 

• dose to seafinnt and town cwttr 
£395^090 FREEHOLD 

London Office Rtf 4/FTSS02/BB 

01712270700 


Resbottal HOME 

KeCSTERKD FOR 25 

♦ Level location. 

• T/O £4^69 per wet*. 


Mora'i siimv. 


• passenger ML Profit £105,000. 

• 2 separate unit* of owner's 


Exeter Office RefSyFTmiMtA 

01392259371 


Resdectial Cass Home 
Recsterep for 15 reus 
4 Day Care 

• Wtfl maintained throngboett. 
■ High tael of o c cupan cy . 

- Quality ffiesiyle basbKss. 
£275jM6 FRSEBOU) 
Edinburgh Office 
RefS2/FT74J63MA 

0131557(666 


\U r.M \ sum 


RE9DOmu.BOME 
• IS bed home registered for 18-65 
year olds whh mental health 
problems. 

- Good historic occ opn cy- 
£295,000 freesOU) 

Manchester Office 
Ref 56/FT7S626/MA 

0161 833 3311 







wwmmm -r« % ■ 


..... ; 



* fifth 

'h' 

Am 


Ml® 

mm 




FINANCIAL TIMES FR ID AY SEPTEMBERS 



• i.&z -r?. V? ' 


. a- ■ -T 


WORLD TRADE 




The drams of kmsnafionafisation through FWaodlbraiflfr&adc^- . 


FT AEROSPACE CONFERENCE 


m Mow pine ottfow 
pfaUrffiDPl 

3L0- 


FHka»arfistochar*MMts*0ria*rt 
'(as a % of Off) 

_ 25 : — 




$236bn last year, or nearly 60 
per cent of total FDI inflows. 

Liberalisation of invest- 
ment regimes worldwide has 
led to a rising trend in cross- 
border company deals which 
now account for a quarter of 
aU M&As. Unctad notes. 

FDI doubled in the five 
years to 1997. after doubling 
in the previous five-year 
period, a rate of growth far 
surpassing the increase in 
world output or trade. 

While the share of trade In 
GDP has remained broadly 
constant since 1980. that of 
FDI flows has risen from l 
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per cent in 1980 to US per 
cent in 1996 and that of FDI 
stock from 10 per cent to 21 
per cent. This demonstrates 
that [global economic] inte- 
gration is being accelerated 
more through investment 
than trade,’’ Unctad says. 

Some 7 per cent of global 


GDP is generated by produc- 
tion of foreign affiliates of 
transnational corporations 
and if parent firms were 
included, the proportion 
would be much higher. The 
total FDI stock at the end of 
1997 was about $3,5O0bn. 

All regions saw more FDI 


flows last year. Unctad says. 
Developed countries inv- 
ested $35Sbn abroad, a rise of 
27 per cent from 1996, and 
attracted $233bn in inward 
investment, 19 per cent more 
than in 1996- Inflows to 
developing countries rose 15 
per cent to S149bn- 





The new finance centra in 
Shenzhen, where a handful 
of foreign banks wil shortly 
be allowed to offer 
Chinese currency servioes 


described Chinese currency 
business by foreign banka In 
China so far as "peanuts". 

Foreign currency lending 
has been a fast growing busi- 
ness for foreign banks In 
China. By the end of 1997, 
the total assets of foreign 
banks in China amounted to 
$37.9bn. with total out- 
standing loans of $27.5bn 
and deposits of 94.5bn. 


according to the PBOC. 

But Chinese currency 
business has been tiny. Fig- 
ures released earlier this 
year showed that in the first 
year of renminbi business, 
the foreign banks had 
extended loans of just over 
RMB500m (560m). 

The size of the business so 
far is a reflection of the 
licence restrictions, which 
limit foreign banks to offer- 
ing services to foreign -in- 
vested enterprises in Shang- 
hai Foreign banks also have 
a deeper structural problem 
funding their lending 
operations - foreign banks 
generally cannot take depos- 
its from Chinese individuals, 
whose savings provide the 
bulk of the funds Jbr domes- 
tic banks’ commercial lend- 
ing. 

It Is significant, therefore, 
that the issue of new 
licences has been accompan- 
ied by a modest relaxation of 
the strict rules that have 
governed foreign bank 
operations in local currency. 
In particular, the operational 
capital ceiling on foreign 
banks - their float - will be 
raised to R MB 100m from 
RMB30m. enabling them to 
draw on more head office 
funds to help finance local 
lending. 

The PBOC has also made 
other amendments to the 
original licences, which 
allowed foreign banks to 
offer services to foreign cli- 
ents such as taking deposits, 
making loans and conduct- 
ing settlements and guaran- 


tees. At the central bank 
branch in Shenzhen, officials 
say foreign banks will in 
future be able to participate 
in the issue of domestic syn- 
dicated loans. 

Foreign banks, naturally, 
would like to do much more. 
Robin Brilliant, head of com- 
pliance at Standard Char- 
tered in Shanghai, says: “We 
would, of course, like to 
have the capacity to attract 
deposits from local deposi- 
tors - Individuals and corpo- 
rates - and to widen the 
scope of the bumness beyond 
S hanghai. ** 

Mr Brilliant says the cen- 
tral bank’s cautious han- 
dling of the financial ser- 
vices liberalisation has been 
“wise 1 " and he notes that “we 
have come a long way in the 
last 10 years". But there are 
many more services, for 
example retail banking, 
credit card issue and cash 
management that Standard 
Chartered would like to offer 
in the fixture. 

At the Hongkong Shang- 
hai Bank branch in Shen- 
zhen. Allen Chow, the gen- 
eral manager, has started 
going over the terms and 
demands of the licence as he 
prepares HSBC's application. 

Although the central hank 
has said Shenzhen will be 
opened for foreign hanks to 
offer local currency services, 
he says it is to early to say 
what this means for busi- 
ness: "It will all depend on 
the new regulations. We will 1 
have to see how strict or I 
relaxed they are.” I 


Neil Kinnock, the European 
Union transport commis- 
sioner, said yesterday he 
wanted the buying and sell- 
ing of airport take-off and 
landing slots legalised but 
warned this would take two 
or three years. 

This meant British Air- 
ways and American Airlines 
would have to give up hun- 
dreds of London slots free in 
return for approval of their 
pi aimed alliance. However, 
Mr Kinnock’s view was 
attacked by Robert Ayling. 
BA chief executive, who said 
there was no European law 
preventing the sale of slots. 

Mr Ayling told the the FT 
aerospace conference in Lon- 
don: *T was brought up to 
believe that economic rights 
should not be lost without 
their value being realised.” 

However, Mr Kinnock told 
the conference that EU law. 
as agreed by ministers in 
1990, made It "crystal dear" 
that airlines were not 
allowed to buy and sell slots. 
He said he was preparing 
proposals to legalise slot 
sales. But he added the 
change would take several 
years, “even if there was vtr- 
I tually unanimous acclaim 
for such proposals, which 
there won’t be". 

The UK Office of Fair 
Trading and Brussels have 
both said BA and American 
should give up 267 weekly 
London slots if competing 
carriers cannot obtain them 
through the usual allocation 
procedures. 

However, the OFT said 
last month it was unclear 
whether ED rules prohibited 
slot sales. It said Peter 
Mandelson, the UK trade 
and industry secretary, 
should overrule the Commis- 
sion If it continued to insist 
the two airlines give up their 
slots for nothing. 

Airlines have until today 
to submit their views to the 
UK government on the 


BA’s Robert Ayfinp: attacked 
NeD Khmock'a position 


CONTRACTS & TENDERS 


LEGAL 

NOTICES 


Appointment of Advisors 

ICC Bank pfc. Dublin, Ireland 


No. UU*77D,<t IW8 
IN THE HIGH COURT OF JUSTICE 
CHANCERY DIVISION 
COMPANIES COURT 


The Minister for Finance, Government of Republic of Ireland holds 99.99% of the Share Capital 
of ICC Bank pic. 


IN THE MATTER OP 
THE AIM TRUST PiC 
-and- 

IN THE MATTES OF THE 
COMPANIES ACT IW 


The Bank has Total Assets of (EP£1.6 billion and employs over 300 staff in Ireland providing 
banking financial services to a wide range of business sectors. The Minister has now decided to 
dispose of his entire shareholding. 


ADVERTISEMENT 


ICC Bank pic invites applications from consultants to advise the Board of the Bank In relation to 
the disposal by the Minister for Finance of his shareholding in ICC Bank, and to advise on all 
aspects of the transaction having optimum regard for the interests of the company, ail the 
shareholders including the minority shareholders, the Board, management and staff, the 
depositors, and the banking and investment customers. 


The closing date for receipt of tenders Is Monday 28th September 1998 at 2.00pm local time. 


For outline terms of this tender or a copy of the tender proposal document please fax your 
request to: k k L 


NOTICE IS HEREBY GIVEN ilui * 
Pelidon wai nil ibc 2SI& da) of Aagort 
199S prevailed 10 Her Mijetfy'i Hipb 
Com -if Ju<iice for ibc confirnutini of the 
cancdUajra of die dure premium *xnum 
of (be above-named Company in Ibc inn of 
OL777J3&9& 

AND NOTICE IS FURTHER GIVEN dial 
Ihe Mid Petition it directed 10 he beard 
before >be Rcgnirar of the Companies 
Own a the Royal Ciwt) of Junta. 5 mod. 
London WC2A 2LL, on Wednesday tbe 
I6di day of September 1998. 

ANY Creditor or Shareholder of the laid 
Company dewing W oppmc die making of 
an Order foe ibc conRreudoa of ihe uid 
cuixllaiioo of iborc premium aceouni 
ihauld appear u ihe ume of hearing in 
pemo cr fy Comud fnr dal purpoac. 

A eopy td 1 the nM Pnhno will be tonubed 


The Secretary, ICC Bank pic, 72-74 Harcourt Street, Dublin 2, Ireland. 
Fax N«w ++353 1 478 0961. 




lo any inch penon requiring dx WK by 
ihe undermentioned SbEcuen on payment 
of the regulated charge for (he nee. 
DATED Ihls -HE day of September 195(8 
Brough Skarcn 
99 Oiarurfrarie SUcer 
London ECIM6NQ 
Ref: EIH-5JJ 

Soktom for the above-named Oxupmy 


BANK 


HELLENIC REPUBLIC 
MINISTRY OF DEVELOPMENT 

Request for Proposals 
fR.FJP) 

The Ministry of Development hereby invites 
interested parties for an international public 
tender process, with sealed bids (without 
counter-bids), for the tourist development and 
long-term use, development and operation of 
an area of 1,780 “Stremtnata” (1 Stremma = 
1,000m 2 ) in the district of AFANTOU of the 
Island of Rhodes. 

The bidding process will be administered by a 
Bidding Committee, set up for this purpose, at 
the offices of the Ministry of Development, at 
2 Amerilds street 5* floor, conference room, 
Monday 02/11/1998 from 10:00 to 12:00 
hours. All interested parties can obtain, all the 
necessary information from the following day 
of this publication for “Request For ! 
Proposals*’ from tiie Ministry of Development i 
offices at 2 Amerikis street, 6* floor, room \ 
534, Athens, Greece, Monday - Friday from 
10:00 to 14:00 houis. 

The Minister of Development 
Vasso Papandreou 


Na 004660 of (998 
IN THE HIGH COORT OF JUSTICE 
CHANCERY DIVISION 
COMPANIES COUOT 

IN THE MATTER OP 
A BERDE EN NEW DAWN 
INVESTMENT TRUST PLC 


IN THE MATTES OF THE 
COMPANIES ACT 1985 


ADVERTISEMENT 


Isle of Man 

Government 


NOTICE IS HEREBY GIVEN itui * 
Fciriioo ,3i an (be I gin day al'Aiu uU 
1998 presented 10 He, Majesty'* High 
C«m of Justice for die confirmation of the 
(WKclUtton of the iburr premium Occam 
of Ihe abore^eened Company in itc an of 
99. 


ADVERTISEMENT 


The Communications Commission of the Isle of Man 
Government invites applications tor a Sconce to provide a sound 
broadcasting service from a high power tong wave transmitting 
station on ttw isle ot Man. The frequency of 279 kHz has been 
assigned for use from the Island at a daytime power of 500 kW, 
but there is a nightkne restriction to protect transmissions from 
Betaums and potentially from Tunisia. 

it will be toe responabifty of Hie successful appfcant to undertake 
an Environmental Impact Assessment of the installation and 


AND NOTICE IS FURTHER GIVEN that 
me uid Pciluoo if directed 10 be bend 
before ibe Registrar of ibc Companies 
Cson * ihe Roys) C«nM of tatta Soind. 
London WC2A ILL, on Wediietdajr the 
I Mi day of September 1 99* 

ANY Cl Editor o. Shareholder or ihe Mid 
Company desiring (o oppose die anlrinp of 
an Older for the confimmiVHi of ihe Hid 
canccliiiiofl of shire premium account 
should appear u ihe ume or hearing; in 
jwnoq or by Counsel for list pwptne. 

A eon, of the said Paluoo will be hwnubed 
10 any such person mpririog ihe uw by 
ibe unto BKM tac rd Sriboton on payment 
of (be ivx<ilBoi daige (dr (be come. 

DATED *ii Alfa day of September 1WS 
BfnuBbftencu 
94 Charteriiooic Sam 
London EClMfiNO 

Ref: EIHfM 


operation of the high pcHWtfflramloerand to obtain the necessary II Soita'w far um obwHamai Compaq 


planning permissions. The Cormarlcations Commission doas not 
guarantee that these planning permissions wffl be given and the 
Mcence (which wfll be tor a period of ten years) win only become 
sifcstanfivB when the planning process is complete. 


To Advertise Your 


An AppScalioo Document and Guidance Notes are available from: 


The Director 

Communications Commission 

HomeMd 
Woodboume Road 
Douglas 

hleof Maxi IM23AP 

A non-rnfundable application fat Of £9.000 h payable 
with each application which must ba received at the 
Commission's office* by 31 October 1998. 


Legal 

Notices 


Please contact 
Melanie Miles on 
Tel: +44 171 873 3349 
Fax: +44 171 873 30S4 
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OFT's proposals. These win 
then be considered by the 
OFT and Mr Mandelson. who 
might have further talks 
with Brussels. 

The UK government said it 
would be making no 
announcement on the alli- 
ance today. 

Mr Kinnock also tokl the 
conference that “the era of 
aviation state aids in the 
European Union is at an 
end". 

He said those state aids - 
that bad been permitted bad 
served their purpose in mak- 
ing airlines more competi- 
tive. 

Mr Kinnock said: “All the 
airlines that have gone 
through this restructuring 
process are now performing 
much better, even though it 
is clear that some of the 
advance is a result of the 
favourable economic climate 
in recent years. 

“Even the slowest to make 
necessary changes is now 
operating a new business 
plan with productive effects 
and most of the airlines for 
which aid was authorised in 
1994 are now seriously com- 
mitted to privatisation.” 

He defended the Commis- 
sion's decision not to force 
Air France to repay FFr20bn 
($3.3bn) of state aid despite a 
European court ruling 
annulling the subsidy. 
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T aliban 

‘massacred 

thousands’ 


By Boula Kbalaf In London 

Amnesty International, the 
London- based human rights 
group, said yesterday 
Afghanistan's radical Tail- 
ban militia had killed thou- 
sands of Shla civilians fol- 
lowing its August takeover 
of an opposition stronghold. 

The massacre was 
reported to have included 11 
missing Iranian nationals. 
The killings of 10 Iranian 
diplomats and a journalist. If 
confirmed, by Iran, could 
raise tensions in already 
strained Iranian- Afghani 
relations. 

Basing its information on 
witness reports, Amnesty 
said the Iranian diplomats 
and one journalist were 
killed when the Taliban 
entered the Iranian consul- 
ate in Mazar-i-Sharif, the 
Afghan opposition headquar- 
ters captured by the Taliban 
on August 8. 

Witnesses told Amnesty 
the bodies were left in the 
consulate for two days, 
before being burled in a 
mass grave in a girls’ school. 

Amnesty also said that fol- 
lowing the takeover of 
Mazar-i -Sharif, the Taliban 
bad entered the houses of 
Hazaras, members of a Shi a 
minority in Afghanistan 
opposed to the Taliban and 
with links to Iran. According 
to Amnesty, the Taliban 
killed older men and chil- 
dren, and took away young 
men without explanation, 
while some young women 
were taken away to serve as 


maids or to be married off to 
Taliban members. 

Iran, which backs the 
Afghan opposition to the 
Taliban, had accused the 
Taliban of holding the Irani- 
ans, warned against harming 
them and asked the United 
Nations to investigate their 
whereabouts. 

The Taliban, however, 
have only admitted to bold- 
ing 35 Iranian truck drivers 
while denying any know- 
ledge of the whereabouts of 
the diplomats and the jour- 
nalist. A top militia leader 
has said the diplomats and 
the journalist were probably 
dead, but if so, they would 
have been killed without any 
orders from the central Tali- 
ban leadership. 

In a gesture of goodwill 
and an attempt to ease ten- 
sions, a spokesman for the 
Taliban said yesterday the 
militia, which controls most 
of the country, had released 
five Iranian truck drivers 
and sent them to Pakistan. 

Reports of the killin gs of 
the Iranians coincided with 
large-scale military manoeu- 
vres with 70,000 troops posi- 
tioned near the Afghan bor- 
der. “Besides confronting 
sporadic border violations by 
the Taliban and the 
increased number of convoys 
of armed drug smugglers, 
the manoeuvres are a warn- 
ing to those who disregard 
international laws and aim 
to hurt our interests and 
national security an Ira- 
nian foreign ministry told 
the daily Jomhuri Rsiami. 


Dissidents in 
call for ouster 
of Savimbi 


By Nicholas Shaxson 


Senior officials from 
Angola's former rebel move- 
ment Units have called for 
the removal of Jonas Sav- 
imbi, the veteran party 
leader. 

“The officials and mem- 
bers oT Units have decided to 
suspend Jonas Savimbi and 
his team from their func- 
tions as the leadership of 
Unlta," said Jorge Valentim, 
who was appointed minister 
of tourism in a government 
of national unity set up 
under the 1994 Lusaka peace 
agreement. A handful of 
other Unita members also 
endorsed the move, which 
follows the government’s 
call on August 31 for Unita 
to be suspended from gov- 
ernment and parliament. 

The government was 
formed in April 1997 under 
the Lusaka Protocol, the 
1994 peace accord which 
ended two decades of civil 
war between the MPLA (Pop- 
ular Movement for the Liber- 
ation of Angola) and Unita. 

Observers in Luanda said 
that while the mow did not 
significantly threaten Mr 
Sdvimbi’s position, it could 
reduce the chances of salvag- 
ing the peace process. 

The MPLA government, 
along with several other 
smaller parties, have wel- 
comed the breakaway fac- 
tion and called on the inter- 
national community to 
recognise Mr Valentim and 
his supporters as the true 
voice of Unita. But Horado 


Junjunvili, deputy Unita rep- 
resentative at a still-func- 
tioning joint commission in 
Luanda to oversee the trou- 
bled Lusaka agreement, con- 
demned it Most Unita offi- 
cials in Luanda, including 
the charismatic Unita parlia- 
mentary leader Abel Chivu- 
kuvuku, failed to back the 
move. Other Unita figures in 
Luanda said Mr Valentim, a 
former Unita secretary for 
foreign affairs, was being 
bankrolled by the MPLA 
government in an attempt to 
divide and weaken the 
group. 

“Unita here are in a diffi- 
cult position,” a diplomat in 
Luanda said. “Do they do 
wbat Valentim did, or go 
back to the bush with Sav- 
imbi? Or do they (ace the 
uncertain consequences of 
staying in Luanda as loyal 
Unita members? They are 
lying low and they all seem 
to have turned their mobile 
phones off today." 

Diplomats said the move 
could give the government 
justification for a military 
attack by portraying Mr Sav- 
imbi and his entourage in 
their stronghold in the cen- 
tral highlands as being 
increasingly uncompromis- 
ing as the distance grows 
between them and moder- 
ates such as Mr Valentim. 

The Angolan Armed 
Forces have been fighting 
not only against Unita forces 
in northern Angola but also 
against Rwandan-backed 
rebels in the Democratic 
Republic of Congo. 


US to send Ross 


on new peace bid 


The Clinton administration 
is sending veteran envoy 
Dennis Floss to the Middle 
East next week as it steps up 
mediation to close the gap 
between Israel and the Pales- 
tinians on a West Bank 
accord. AP reports. 

Mr Boss will see Israeli 
and Palestinian leaders, said 
US officials travelling with 
President Clinton. 

The administration earlier 
stepped back from its central 
rate, to see if the two sides 
could reach an accord them- 
selves but they could not. 

Mr Clinton set the stags 
for i a return to high*prdUc 
US diplomacy by calling 
Rgn jnmin Netanyahu, Israeli 
prime minister, and Yassir 
Arafat, the Palestinian 
leader, on Wednesday after 
holding summit talks in 
Moscow with President Boris 
Yeltsin. 


The US administration is 
Insisting that Israel yield 13 
per cent of the West Bank 
territory it captured from 
Jordan in the -1967 Middle 
East war and turn it over to 
expand the jurisdiction of Mr 
Arafat's Palestinian Author- 
ity. 

Despite his concerns about 
the impact on Israel's secu- 
rity. Mr Netanyahu has said 
there could be a deal. 

One official said Mr Clin- 
ton later called Mr Arafat at 
a conference he was attend- 
ing in South Africa. 

“We're closer than we 
have ever been before," the 
official said about negotia- 
tions between Israel and the 
Palestinian Authority over 
the West Bank. 

Mr Arafat has insisted on 
the 13 per cent pullback pre- 
scribed by the US. 


Markets in Middle East and 
North Africa feel the heat 

Economists are warning that management of exchange rate 
policy wifi become much more difficult, reports Roula Khalaf 
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A fter escaping largely 

unscathed from last 
year's turmoil in Asia, 
the economies and under- 
developed financial markets 
of the Middle East and North 
Africa are now feeling the 
heat of the emerging mar- 
kets crisis. 

Global Depository Receipts 
of companies throughout the 
region, which are traded on 
European exchanges, have 
lost on average 15 per cent 
for the year, while most 
domestic stock markets are 
down for the year. 

In Egypt, despite recent 
government-backed attempts 
to shore up the Cairo stock 
exchange, the Hermes Finan- 
cial index has lost about 19 
per cent since the beginning 
of the year. In Oman, the 
stock exchange, which was a 
star performer last year, is 
down by more than 40 per 
cent since January. 

The most significant effect 
on regional currencies so far 
has been last week's pres- 
sure on the Saudi rival. The 
threat that the crisis will 
further weaken oil prices 
has put more pressure on 


Gulf economies and was the 
main reason behind last 
week’s speculation against 
the riyal. 

Intervention by the Saudi 
Arabian Monetary Agency 
(Sam a) re-established the 
parity rate; Sama quickly 
ruled out a devaluation. 

With the kingdom facing 3 
$L2bn shortfall in budgeted 
revenues, the government 
has been stepping up budget 
cuts for the military and has 
ann o unce d Increases in air 


fares and new airport taxes. 
A rise in gasoline prices Is 
expected before the end of 
the year. 

With these cuts, however, 
Kevin Taecker, chief econo- 
mist at Saudi American 
Bank, estimates the budget 
deficit target of $5bn will 
end up almost twice that. 

Economists warn that 


management of exchange 
rate policy will become 
much more difficult, even 
for countries with sound 
macro-economic fundamen- 
tals and large foreign 
exchange reserves, such as 
Egypt or Morocco. 

The Lebanese pound, 
which may he the most vul- 
nerable in the long run, has 
held up suiprisingly well In 
the past two weeks. 

Repeatedly shaken by 
domestic political uncer- 


tainty, a huge budget deficit 
and high internal debt, the 
currency came near collapse 
at the end of last year, as 
most foreign holders of 
domestic Treasury bills 
cashed in their profits. 

Bankers in Beirut say 
little foreign money remains 
invested in domestic Trea- 
sury bills, providing the cur- 


Jana Dac aanui xr 


rency with a large measure 
of immuni ty, improvements 
in the budget deficit in the 
first half of the year have 
helped to keep pressure off 
the currency. 

But with a huge recon- 
struction programme under 
way and increased focus on 
international borrowing, the 
government and public sec- 
tor could soon find Interna- 
tional capital markets have 
dried up. further straining 
the economy. 

According to Mohamed el- 
Brian. European head of 
emerging markets at Salo- 
mon Smith Barney, a main 
effect of the Russian crisis 
on the region will be delay- 
ing corporate plans to 
launch eurobonds and global 
■ depository receipts, nuking 
internal generation of funds 
more important. 

For countries with large 


foreign debt, such as strife- 
tom Algeria, the weakening 
of the dollar will further 
squeeze the budget. This is 
occurring at a time of falling 
oil and gas revenues, which 
account for more than 95 per 
cent of the country's foreign 
exchange earnings. 

With Algeria starting to 
make payments on resched- 
uled debt and virtually all 
revenues in dollars, the non- 
dollar denominated debt, 
making up about 25 per cent 
of the $30bn total, will 
become dearer to service. 

“This would be more than 
an incentive for Algeria to 
act swiftly on structural 
reforms such as privatisa- 
tion and active debt manage- 
ment," says Red wan Mer- 
ouani, an emerging markets 
director at France's 5oci£te 
General e. 

Casablanca shares, Page 22 


US set to 
approve 
cancer 
drug 

By Victoria Griffith in Boston 
The first colon cancer 

treatment in 40 years was 
recommended for approval 
yesterday by a US Food and 
Drug Administration advi- 
sory committee. 

The treatment, developed 
by the pharmaceutical group 
Pharmacia and Upjohn and 
to be marketed under the 
brand name Camptosar. was 
shown to reduce tumours in 
patients and increased life 
expectancy by up to 30 per 
cent. Colon cancer vs the 
most lethal form of cancer 
after lung cancer, killing 
nearly hair of all those who 
contract it. 

Camptosar is recom- 
mended for sufferers in the 
late stages of the disease, 
after chemotherapy has 
failed to stem the cancer. 
Unfortunately. many 
patients are included in the 
high risk category, because 
mast people with colon can- 
cer are not diagnosed until 
the cancer is well developed 

Full FDA clearance almost 
invariably comes shortly 
offer recommendation by an 
advisory committee. 


The threat that the financial crisis will 
further weaken oil prices has put 
more pressure on the Guff economies 



Mwl Rvidfwv The brainchild of BSFL, 
he anil his hurczn friends an: bun- « or ling aU 
around :bc uorld, decommissioning outdated 
nuclear >iicv 

And |ht reason nc'rc in so much demand 
abroad is nirr trad record at home. 

Me via Transfanaald r.uclwr insufotuxK 
into reusable land We\c dccominmioned 
one nf Ku rope's largest industrial buildings, 
and iccycktl «-.« 5Q.UUU tuanes of metal for 
eenrral use. 

Ai SclLfiulJ. «c 're working oa one of the 
uurlJV hugest dcconur.issiuniag tasks, with 24 


major projects under was. This, together with 
our unrivalled 45 years of broad experience 
in the nuclear industry, has led to many an 
invitation from other countries. 

In the USA, wc’vc built a sutc-of-ihc-an 
decontamination and metals recycling facility 
in Tennessee. After showing how to handle 
liquid mate by turning it into a more readily- 
managed solid form, we an building the world's 
largest vitrification facility at Hanford. 

While at Idaho, we arc now planning, 
constructing and project managing a waste 
treatment plant 


Having thus earned our spurs, we’ve 
recently partnered with a US engineering 
company in acquire the .American-based 
nuclear giant We&tmghausc, creating a truly 
world-bearing combination. 

In Russia, we are working on the design of 
used fuel stores. Worldwide, we are compering 
for several big decommissioning and waste 
management projects. 

And the bottom line? With Magnox 
Electric raregrwed inio BNFL, our 1 997-98 
profit before tax is £199 million on a turnover 
of £1341 million, allowing the Government to 


mop up a shareholder dividend of £55 million. 
We provide skilled jobs for over 16.000 people, 
and with over £13 billion worth or cnntracu in 
the bag, we’re looking forward tu even more 
sparkling results in the years ahead. 

To learn more about what we do, cumc to 
our Visitors Centre at Sellafidd or see our 
website at www.bnfl.com 

BNFL 

Where stieatt amr sleeps 
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‘NETTING’ OF CONTRACTS SAFEGUARDING LEGISLATION WILL NOT COME INTO EFFECT UNTIL DECEMBER 


Japan derivative deals at risk 


By GI0 lan Tett in Tokyo 


Investors holding derivatives 
contracts with Japanese 
financial institutions such as 
the troubled Long Term 
Credit Bank of Japan (LTCB) 
may not be fully protected 
under Japanese law if an 
institution collapses. 

The concern has arisen 
because Japanese lav does 
not yet guarantee that the 
“netting’' of counterparty 
derivative contracts will be 
respected if a bank or broker 
collapses. Netting is the pro- 
cess by which the different 
losses and profits between 
creditors are offset ag ains t 
each other and paid off in 
one lump sum. 

Japanese officials say the 
loophole will be plugged by 
legislation introduced as 
part of Big Bang financial 
deregulation designed to 


bring the country into line 
with with global standards. 
But this legislation will not 
come into effect until 
December- 

The legal uncertainty is 
causing unease among some 
international investors 
because of mounting con- 
cern about the health of 
some Japanese financial 

institutions. 

The Financial Supervisory 
Agency (FSA), Japan's bank- 
ing watchdog, says the gross 
notional volume of deriva- 
tives contracts held by Japa- 
nese banks totals 

Y2,090,000bn ($15,000bn> - 
although the actual ‘netted” 
position, of actual lasses or 
profits would be far smaller. 

Most of these contracts are 
covered under an agreement 
forged by the International 
Swaps and Derivatives Asso- 
ciation. Bankers believe that 


in the event of a collapse the 
Japanese courts would 
uphold any netting agree- 
ment However, this is not 
stipulated under local law 
and there has been no prece- 
dent to date, they say. 

Yoshinobu Yamada, ana- 
lyst at Merrill Lynch said: 
“The lack of a legal frame- 
work would make dealing 
with the derivatives problem 
complicated [in the case of a 
collapse]. This uncertainty 
undermines confidence." 

Christopher Well, a lawyer 
with White and Case, the US 
law Arm, added: “There will 
be a collective sigh of relief 
in December when the lin- 
gering doubts are elimi- 
nated. But there are ques- 
tions now about whether a 
trustee could reverse a net- 
ting agreement now." 

The issue of derivatives 
has become particularly con- 


troversial because parlia- 
ment is debating LTCB's 
future. LTCB is in merger 
talks with Sumitomo Trust 
and the government is 
expected to inject at least 
Y5G0bn of public money to 
ensure the merger is con- 
summated. 

The political opposition 
says public money should 
not be used to save LTCB 
but the ruling Liberal Demo- 
cratic party insists that a 
collapse of LTCB would cre- 
ate a systemic risk because 
of its derivatives exposure. 

The degree of LTCB's 
derivatives risk is disputed. 
LTCB says it has reduced its 
exposure from Y5L500bn to 
Y40.000bn between March 
and July, and adds that most 
contracts are “p lain, vanilla" 
contracts, such as swaps in 
the yen market. Some gov- 
ernment officials conclude 


therefore that unwinding the 
contracts would be a rela 
tively simple matter. 

However, the FSA has 
indicated that LTCB's expo- 
sure is nearer Y80,000bn and 
some bankers fear the expo- 
sure may contain complex 
structures which would be 
difficult to unwind. “It could 
lead to a very negative reac 
tion in tbe markets." says 
one Bank of Japan official. 

Most western bankers 
believe the government will 
rescue LTCB but many have 
been re-examining their 
derivatives contracts with 
Japanese institutions. One 
lawyer with a US investment 
b ank yesterday said: “We 
assume that the government 
would protect us in the last 
resort, since we are all in the 
same boat But until Decem- 
ber there will be an uncer- 
tainty. however small." 


UNANIMOUS DECISION FORMER DEPUTY PM DENIES ALL CHARGES 


Anwar expelled from 
Malaysia’s ruling party 


By Sheila McNulty 
in Kuala Lumpur 


Anwar Ibrahim, the sacked 
deputy prime minister of 
Malaysia, was expelled from 
the dominant Umno party 
yesterday by a unanimous 
decision. But he continued 
flatly to deny allegations of 
misdeeds and demanded a 
fair hearing by the Supreme 
Council of the (Jmna patty, 
which met into early this 
morning to consider his 
expulsion. 

About 2.000 supporters of 
Mr Anwar shouted “Long 
Lfve Anwar" and “Justice 
For Anwar" as he arrived at 
the emergency session. Biot 
police stood by. 

Tbe supporters stayed out- 
side as tbe hours passed to 
await the decision of meet- 
ing, led by Mahathir 
Mohamad, tbe prime minis- 
ter and party president, who 
sacked his deputy and heir 
apparent earlier this week. 
Dr Mahathir was briefing 
party members last night on 
his dismissal of Mr Anwar 
from his posts as deputy 
prime minister and finance 
minister before asking for a 
rote. 

Fifteen trade unions, 
human rights groups, non- 


government organisations 
and opposition politicians 
issued a joint statement: 
“The total lack of transpar- 
ency in this episode is a 
reflection of the utter con- 
tempt and disregard that the 
prime minister has for the 
views of the people of the 
country." 

"It has the makings of a 
major political crisis." said 
Lim Kit Siang. parliamen- 
tary opposition leader. Mr 
Anwar said the charges were 
part of a “high-level political 
conspiracy” against him. 

He rejected questions on 
whether he might form a 
party of his own if expelled, 
saying he was committed to 
Umno and wanted to present 
evidence of a set up to the 
council. "Unless the environ- 
ment is free, it's going to be 
rather difficult But we have 
to try.” 

Earlier, affidavits alleging 
Mr Anwar engaged in sexual 
improprieties with both 
sexes, and compromised 
national secrets were filed in 
High Court. The allegations 
first appeared in a book, "50 
Reasons Why Anwar Cannot 
Become Prime Minister", 
which emerged in spite of an 
injunction against its distri- 
bution. 


Police say Mr Anwar is 
under investigation in con- 
nection with its contents. 

"This is petty, preposter- 
ous and it stems from petty 
jealousy." Mr Anwar said. 
He denied all allegations and 
said he had evidence they 
were part of a "high-level 
political conspiracy" against 
him 

But Dr Mahathir refused 
to listen and ordered him to 
resign or face dismissal and 
charges against him, Mr 
Anwar said. 

“I am not prepared to sub- 
mit," Mr Anwar said. “I chal- 
lenge him to use democratic 
means to unseat me.” His 
supporters raised their fists 
and yelled, “Long Live 
Anwar." and “God is Great." 

The two men have dis- 
agreed throughout about 
how to respond to tbe eco- 
nomic crisis gripping Malay- 
sia. 

Mr Anwar called for 
reform. But Dr Mahathir 
stoked nationalism by alleg- 
ing a conspiracy by outsid- 
ers and has introduced 
radial capital controls to 
Insulate the economy. 

“I am committed to 
reform, the struggle against 
corruption and abuse of 
power and I will not concede 



Anwar Ibrahim speaking to press at his home yesterday Reuters 


or compromise on this." Mr 
Anwar said. 

But he still respects Dr 
Mahathir. “I do regard him 
as a father, though not all 
fathers treat their children 
fairly," Mr Anwar said. He 
urged supporters to remain 
calm, even if he were 
arrested. 

Mr Anwar declined to say 
whether he still aspired to 
become prime minister or 


whether he would challenge 
Dr Mahathir at next year's 
Umno election. 

And then, as neighbours 
peered over balconies, he 
moved into the crowd to 
shake supporter’s hands. His 
aides were clearly' shaken. 
“If the number two- man in 
this country cannot be satis- 
fied justice will prevail. I feel 
sorry for this country," Mr 
Anwar said. 


Floods and a hidden disaster afflict Bangladesh 


The government has 
called for aid but is 
being criticised for 
leaving it too late, 

Sc David Chazan 


L Uu :he rest of Asia. Ban- 
gladesh is suffering. 
With tbe longest lasting 
floods on record showing no 
sign of abating, more than 
half the city of Dhaka is 
under water. 

The price of rice has 
increased substantially. 
About half the seedlings for 
the next crop have been 
washed away by the floods 
which have inundated two- 
thirds of the country, and 
severe food shortages are 
feared in the coming 
months. 

This week, the govern- 


ment Increased its appeal for 
foreign aid from $68i.5m to 
$879 m, about $7 a head for a 
population which is esti- 
mated at 125m. Shah AJd. 
Kibria. finance minister, said 
much of the money would be 
needed after the floods 
receded, to rebuild damaged 
roads, housing, hospitals and 
schools. 

But the government has 
been criticised for leaving it 
too late to appeal for emer- 
gency aid. and the response 
so far has been slow. Donors 
are now concerned about 
what they see as a haphaz- 
ard approach to relief 
operations. 

“There are two disasters 
here," said a western diplo- 
mat. “There’s the one you 
can see, and then there’s the 
one you can't see, which is 
the chaotic way food and 


medicines are being distrib- 
uted." 

Werner Kiene of the World 
Food Programme fWFP) said 
he did not know whether tbe 
government food distribu- 
tion system was efficient or 
not. but he was convinced 
that working through the 
government was the best 
way to proceed. 

But. he added, the WFP 
and non-governmental 
organisations (NGOs) had 
asked tbe Bangladeshi gov- 
ernment to allow them to 
play a greater part in 
distributing food and allocat- 
ing the VGF. or vulnerable 
group feeding cards which 
people are so anxious to 
secure. 

"We're trying to explore 
how the NGOs can steer 
people who they feel are in 
need, to tbe government 


stores," Mr Kiene said. 

Other relief officials and 
western diplomats were 
blunter. “We’re concerned 
about corruption in tbe food 
distribution chain if it's left 
to the government." said a 
diplomat 

Slum dwellers in Dhaka 
allege that some officials 
have used the ration cards 
as a means of securing politi- 
cal patronage. 


S ome members of parlia- 
ment are accused of 
handing out more food 
in areas where support for 
their political party is 
known to be strong. 

Typical of the slum dwell- 
ers is Abdul Khalek. a rick- 
shaw puller, who says he 
had missed his chance to 
receive regular food hand- 
outs because his slum home 


in Dhaka was too far from 
the main road. 

People living nearer were 
given cards that entitled 
them to collect food from 
government emergency 
stores, but Abdul Khalek's 
family have been given only 
L5kgs of rice in the past two 
months. 

A government relief offi- 
cial, however, said the distri- 
bution network was “time- 
tested and democratic". But 
there were "rumours that 
not all this food reaches 
those who need it most," Mr 
Kiene said. 

However, be added, most 
other countries would be 
less well prepared to distrib- 
ute emergency food than 
Bangladesh, where “at any 
given time. 20m-30m people 
eat only half wbat the rest of 
the world eats”. 
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Japan fears N Korea 
will fire second missile 


By Mcftfyo Nafcarocto in Tokyo 


Japan yesterday waned that 
North Korea was poised to 
fire a second missile at the 
Japanese archipelago and 
pat its defence forces on 
emergency alert 

“We have put defence and 
emergency measures in 
place with a sense of 
urgency, so that we can deal 
with any kind of situation.” 
said Hxroxnu Nonaka, chief 
cabinet secretary. 

On Monday. North Korea 
launched a ballistic missile 
which flew across Japan and 
lande d in tbe Pacific Ocean. 
The test launch of tbe Tae- 
podong-1 ballistic missile, 
which puts Japan within 
range of a North Korean 
missile attack, has sent 
shock waves throughout 
Japan. The prime minister, 
Keizo Obuchi said the North 
Korean action was “unpar- 
donable". 

Mr Nonaka said the gov- 
ernment had received infor- 
mation that a second launch 
could be imminent possibly 
on Saturday when North 
Korea's de facto leader, Kim 
Jong-il, is expected to be 
named the country's head of 
state. Alternatively, senior 
Japanese officials said, the 
second launch could come 
on Wednesday on the 50th 
anniversary of the founding 
of the Stalinist state. 

Muneo Suzuki. Japan's 
deputy chief cabinet secre- 
tary, said a second missile 
launch by North Korea 
would be “totally unaccept- 
able" and would meet with 
'a resolute stance". 

Japan has already 
suspended food aid and bro- 
ken off talks over normalisa- 
tion of relations in retalia- 
tion for the the first missile 
launch. It has also postponed 
indefinitely financial assis- 
tance for two nuclear power 
reactors designed to help 
ease North Korea's energy 
shortage. 

Chartered flights from 
Japan to North Korea have 


been suspended, a move 
which amounts to economic 
sanctions as many air travel- 
lers take food and other pro- 
visions to their relatives and 
friends in the impoverished 
state. 

The European Union yes- 
terday expressed concern 
over North Korea’s ballistic 
missile launch and urged 
Pyongyang to refrain from 
further tests. “The missile 
test carried out by North 
Korea creates additional ten- 
sions in a region which 
already faces a precarious 
security situation." it said. 

This week's missile launch 
is likely to increase the pres- 
sure on Japan to improve its 
intelligence capabilities and 
beef up its security arrange- 
ments. Fukushiro Nukaga. 
director-general of the 
Defence Agency, told a cabi- 
net meeting that the agency 
was considering implement- 
ing a defence system against 
ballistic missiles. 

Pyongyang’s action has 
also highlighted Japan’s 
dependence on the US, with 
which it has a comprehen- 
sive security pact for any 
information regarding North 
Korean military moves. US 
forces stationed In Japan 
informed Japan of Monday's 
missile launch. 

Analysts say the vulnera- 
bility of security arrange- 
ments in east Asia have 
been exposed and the launch 
could also have far-reaching 
implications for the stability 
of the region. 

Any Japanese moves to 
Increase its military capabili- 
ties are likely to meet with 
stiff resistance from its 
Asian neighbours, particu- 
larly China, which are con- 
cerned about a possible 
resurgence of Japanese mili- 
tary power. 

The US would not approve 
of Japan having its own 
sophisticated intelligence 
capability, says Mr Kensoke 
Ebata. a military analyst in 
Tokyo. “Obviously, there is 
no intelligence capability 


and no ability to strife at a 
missile In mid-air.” says Mr 
Ebata. “The US doesn't want 
Japan to have its own 
defence strategy. This Is a 
very big political problem," 
he adds. 

US opposition could,' 
explain why Japan did not 
launch its own reconnais- 
sance satellite after North' 
Korea last fired a missile, 
into the Sea of Japan in the 
spring of 1993. 

“Our key objective Is a co- 
operative project of some, 
kind." says one US official 

Tbe US wants Japan to 
co-operate instead in the 
development of a theatre 
missile defence (TMD) sys- 
tem. which would use sate]- . 
lites to detect the launch of 
hostile missiles and deploy 
anti-missile weapons to 
destroy them. 

Proponents of the TMD 
and of greater US- Japan 
defence co-operation hope 
that this week's lesson will 
encourage Japan to allocate 
funds for the TMD project 
and act quickly to imple- 
ment new defence guidelines 
that aim to strengthen 
co-operation between the 
two countries in regional 
emergencies. 

But that would alienate 
China, which has made no 
secret of its disapproval of 
the TMD and the new guide- 
lines. The Japanese govern- 
ment is believed to have 
delayed budget allocation for 
TMD research until after a. 
state visit by the Chinese 
president, Jiang Zemin, orig- 
inally scheduled for this 
month. Japan’s other Asian 
neighbours are also nervous 
about an increase in Japa- 
nese military capabilities. 

The Japanese government 
insists it will take a firm 
stand against aggressive tac- 
tics by North Korea. But. 
caught between the conflict- 
ing demands of the US and 
China, Japan will be hard 
pressed much to improve its 
security arrangements, until, 
at least, the next missile. 


Defence ministry raided 
over financial scandal 


By Afidwyo Nakamoto in Tokyo 


Japanese prosecutors 
yesterday raided the offices 
of the defence ministry and 
arrested the former deputy 
head of the agency's pro- 
curement office over a finan- 
cial scandal. 

It is the first time the Jap- 
anese defence headquarters 
has been investigated by 
prosecutors since a spy scan- 
dal 18 years ago. The move 
has shercked the political and 
business community. 

Prosecutors also arrested 
officials from NEC, one of 
Japan's leading electronics 
manufacturers, and Toyo 
Communication Equipment, 
a communications equip- 
ment maker listed on the 
Tokyo Stock Exchange 
which is affiliated with 
NEC. 

The chairman of Toyo, 
Shin l chi Ito. was among 
those arrested on charges of 
breach of trust by causing 
damage to state finances. 

The raid on the defence 
agency, which comes as 
Japan faces tbe threat of a 
further missile firing by 


North Korea in its direction, 
has caused not just embarr- 
assment but turmoil at the 
organisation. 

Investigations showed that 
Toyo Communication had 
been found to have over- 
charged the agency for prod- 
ucts procured between 1989 
and 1993. However, the 
agency slashed the amount 
to be refunded by Toyo Com- 
munication after Kenichi 
Ueno. former deputy head of 
the defence agency’s pro- 
curement office, insisted on 
a reduction. 

The Tokyo Public Prosecu- 
tors Office says Mr Ueno 
agreed that Toyo Communi- 
cation would have to refund 
only Y874m ($6.3m> out of 
Y2.5bn it owed the defence 
agency. 

Mr Ueno is believed to 
have demanded that Toyo 
Communication hire two 
retirees from the defence 
agency, apparently in 
exchange for the repayment 
cut. In attempting- to deter- 
mine how much to charge 
Toyo Communication, Mr 
Ueno is believed to have con- 
sulted with an official in 


charge of defence contracts 
at NEC. which owns 39 per 
cent of Toyo. 

Another company 100 per 
cent owned by NEC has also 
been implicated in over- 
charging the defence agency. 

Officials at Toyo Commu- 
nication have told the Japa- 
nese press they overcharged 
the defence agency and then 
later accepted retired offi- 
cials from the agency on the 
advice of NEC. 

It was also revealed that 
Mr Ueno permitted Toyo to 
repay the funds it owed the 
defence agency out of annual 
defence contracts rather 
than as a lump-sum payment 
as requested by Mr Ueno's 
own subordinates. 

Toyo Communication sup- 
plies tbe defence agency 
with equipment to distin- 
guish between friendly and 
enemy personnel. The com- 
pany has suffered a drop in 
sales as demand for its 
pagers and other mobile 
communications equipment 
has slumped. Pre-tax profits 
plunged from Y3.7bn in the 
year to March 1997 to Y831m 
in the last fiscal year. 


The Ministry of Public Enterprise (MPE) wishes to solicit expressions of interest from Investment banks, financial institutions, and promoting agencies having the expertise and Intention to carry out the following functions: 

1. Promotion and underwriting for the shares of the privatisation candidates that shall be offered to individuals and Institutions through the stock market 

2. Promotion and search for investors in order to sell the privatisation candidates to strategic Investors. 

This is for the purpose of establishing a Short List of those Institutions that could help In the implementation of the privatisation program during the remaining period of year 1 998 and through year 2000, 


In vi ted institutions s bguldJwve.ttw expertise tojimtaflaKg the Mto.wjnafUBCtignar 


1 . Determining the best alternative among the privatisation strategies case by case. 

2. Preparation of documentation and promotional material towards for sale. 

3. Conducting the analytical study of the company's financial position to reach to the best suggested setting price. 


4. Soliciting investors Interests and determining the potential buyers. 

5. Co-management of the sale to assure successful completion. 

6. Buying shares remaining unsold Otter a public offering. 
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Batc h T : . Cg ftiggflfBtLOfftriOfl theshuss 

Heliopolis Housing 
Mokhtar Ibrahim Contracting 
He (wan Cement 
Torah Cement 

Al Wady Cotton Trade and ginning 
Al Wady Agneultural Exports 

Batcti 2 :-Qain]?ante&.Qtf 9 rrt for Total Safa 
Engineering Projects for Steel Works-Steefco 
Metallic Constructions-Metalco 


Egyptian Ferro-alloys Co. 

Transport and Engineering Co. 

At Nasr Electrical & Electronic Devices 

Arab Foreign Trade 

Misr import and Export 

Misr Car Trading 

Delta Sand Bricks 

Abou Zaabai Fertilisers 

At Nasr Glass and Crystal 

Shebin S Kom Spinning & Wearing 


Al Nasr Wool & Selected Textiles-STIA 
Delta Cotton Ginning 
National Paper Co. 

Paper Manufacturing-VERTA 
Plastic and Electrical Industries 
Industrial Gases Co. 

Beni Sweif Cement 


Batch 3: Companies to Sell 40% Max, 
Egyptian Pharmaceutical Trading 
Eastern Tobacco <6% stake only] 


- The Prerequisites for Qualification to be short listed as welt as the Fact Sheets tor privatisation candidates are available with the PEO against a payment of LE 5000 (five thousand pounds), through a cheque to the order of: Public Enterprise Office. 

- Applications and documents required to be listed should be submitted by 20/9/1 996. 

- Companies/! ns tttutions that are prequalified and listed shaii be notified starting 1/1 0/1 998. 

Address any Inquiries to: 


PuMic Enterprise Office: 2 LUn America Sta- Garden dry -Pro. Tet: 3543484 Exl 234 - F«e Jaj9233 
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ANTITRUST PROSECUTION RECORD OF GATES TALKS SOUGHT 


tmtatmi, 


Microsoft objects 
to court ‘ambush’ 


By Louise Kehoe 
in San Francisco and 
Richard Woffie in Washington 


Microsoft returned to court 
yesterday as the US govern- 
ment sought to prove that 
the software giant repeat- 
edly abused its monopoly 
power to protect Windows, 
its flagship operating sys- 
tem. 

Antitrust prosecutors 
demanded Microsoft produce 
documents and databases 
with any reference to meet- 
ings with Intel, the world's 
largest chipmaker, and 
Apple, the personal com- 
puter pioneer, hi particular, 
the government asked for 
details of discussions 
between Bill Gates. Micro- 
soft's chief executive and 
founder, and any representa- 
tive of Intel. 

However. Microsoft 
accused the government of 
attempting to “ambush’' it 
by broadening tbe case just 
three weeks before the case 
is scheduled to go to trial. 

In a volley of legal man- 
oeuvres. Microsoft demanded 
that the issues in the trial he 


limited to those originally 
raised by the US government 
and 20 states when they filed 
their lawsuits in May. 

The government said it 
was attempting to show that 
Microsoft had “engaged in a 
comprehensive plan and pat- 
tern of anticompetitive con- 
duct to monopolise markets 
(such as internet and multi- 
media software markets) 
that threaten its operating 
system monopoly". 

Originally, tbe Justice 
Department's case focused 
on Microsoft’s activities in 
the market for internet 
browser software. 

It alleged tbe company had 
attempted to negate competi- 
tion from Netscape Commu- 
nications. tbe internet 
browser software leader, by 
adding its own browser to 
the Windows operating sys- 
tem program. 

Microsoft yesterday 
accused the government of 
moving well beyond tbe 
“surgical strike" officials 
had initially described, and 
transforming the case into 
“an IBM-like ‘kitchen sink* 
monstrosity". The latter was 


NEWS DIGEST 


RENO TO DECIDE ON INQUIRY 


Clinton campaign funds 
investigation re-opened 


President Bill Clinton’s political problems continued to 
mount yesterday as it emerged that the Justice Depart- 
ment had re-opened an investigation kite allegations that 
his 1996 election campaign violated federal regulations. 

Janet Reno, attorney general, is expected to decide as 
early as next week whether the evidence merits the launch 
of a forma) 90-day preliminary inquiry that could trigger the 
appointment of a special p> jsecutor. 

Republicans have repeatedly called for Ms Reno to 
appoint an independent counsel to investigate the matter, 
but she has so far insisted there is not enough evidence of 
legal violations to merit such a move. 

However, new evidence appears to have made her more 
sympathetic to the notion. Because of its scale, any formal 
investigation would almost certainly drag on for years, 
potentially affecting Mr Gore's campaign to succeed Mr 
Clinton in 2000. Mark Suzman, Washington 


US OUTPUT $LQWS 


« «««••« IwwAh ** 


Productivity falls in quarter 


US non-farm labour productivity rose at a 0.1 per cent 
annual rale in tire second quarter, after a 3.5 per cent gain 
in the first quarter, the US Labour Department said yester- 
day. Business productivity as a whole fell at a 0.2 per cent 
rate in the second quarter, as output slowed markedly 
from the first quarter. Unit labour costs Shot up at an 
annual 4.1 per cent, the fourth consecutive quarter in 
which they rose more than 4 per cent Manufacturing pro- 
ductivity rose at an annual rale of 2J5 per cent in the sec- 
ond quarter, twice the pace of non-farm productivity. 

In a separate report, the National Association of Pur- 
chasing Management said the increase in non-manufactur- 
ing business activity slowed in August largely a result of 
the manufacturing slowdown, and employment growth 
lagged behind earlier months. Nancy Dunne, Washington 


CANADIAN DOLLAR DEFENCE 


Foreign reserves drop 


Canada's foreign reserves fell by a record l)S$4.555bn last 
month as the Bank of Canada repeatedly intervened m for- 
eign exchange markets in a largely futile effort to prop up 
the falling Canadian doflar. 

The Finance Department said yesterday that Canada s 
official reserves dropped by almost 20 per cent in August, 
declining from US$22.52bn to US$1 7. 965b n. 

Since last October, when the Asian financial crisis began 
to weaken commodity prices and put pressure on the 
Canadian dollar, the government has spent more than 
US$7bn defending the currency- Edward Alden, Toronto 


GURRIA HEADS FOR IMF MEETING 


Mexico performance defended 


The knock-on effect of turmoil in international financial 
markets was obscuring the solid performance of the Mexi- 
can economy, Angel Gurrla, Mexico’s finance minister, 
said on the eve of discussions between Latin American 
finance ministers and the International Monetary Fund. 

Mr Gurria was addressing reporters before travelling to 
Washington for meetings yesterday and today with Michel 
Camdessus. IMF managing director. Since the Russian cri- 
sis, The peso had depreciated by 10 per cent, manifesting 
what Mr Gurria called an “unjustified volatility" in Mexico’s 
financial sector. This had prompted a sharp rise in interest 
rates to 28 per cent, he said. Lucy Conger, Mexico City 


BRAZIL BASE RATE CUT 


Monetary policy underscored 


Brazil's government has cut its central bank base lending 
rate and rased its assistance rate. The move was seen as 
an attempt to reassure public opinion that monetary policy 
remained unchanged despite turmofl on world financial 
markets, white signalling to financial markets that interest 
rates could rise if necessary to protect the currency. 

The base rate, known as the TBC. was cut from 19.75 
per cent a year to 19 per cent, its assistance rate known 
as the Tban. rose from 25.75 to 2975 per cent. 

Jonathan Wheatley, S3© Paulo 


On the web today 

• Venezuelan coup plotter runs for office 

• US financial services reform bid disarray 

• Ecuadorean and Peruvian presidents meet today 
httpc//www.fLcom/aneiteas 


a reference to a failed anti- 
trust case against IBM that 
dragged on for years in the 
1970s. 

if the court allowed the 
case to be broadened, tbe 
trial should be delayed by at 
least six months, Microsoft 
argued. The government 
countered by accusing 
Microsoft of trying to delay 
the proceedings. 

Microsoft said: “We are 
ready to go to trial and 
refute the accusations the 
government brought earlier 
this year after a 21 -month 
Investigation. But the gov- 
ernment has apparently lost 
faith in Its case and is now 
trying to rewrite it without 
going through the correct 
legal procedures." 

Microsoft said the govern- 
ment was trying to broaden 
its case because its original 
charges had been under- 
mined by a June appeals 
court ruling in a related 
case. 

The appeals court ruled 
that Microsoft was free to 
add new features, such as an 
internet browser, to its Win- 
dows program. 


Confrontation flares 
over Million Youth 


solidarity march 


Tomorrow’s event may do little for young 
blacks, reports John Labate 


It is wait-and-see time for 
I residents of northern Man- 
lhattan. 

Tomorrow the streets of 
Harlem will fill with sup- 
porters of the Million Youth 
March, an event that, 
although unlikely to live up 
to its name, is still expected 
to draw many tens of thou- 
sands of young people from 
as Ear away as Ohio and Cal- 
ifornia. The many March 
supporters describe it as a 
day of solidarity for black 
youth, an event meant to 
prepare young people for the 
next millennium. 

The build-up to the March, 
however, has been anything 
bnt peaceful, with confronta- 
tional and often racially 
charged accusations filling 
New York newspapers and 
airwaves as talks between 
march organisers and city 
" f ™ n1g broke down in July. 

At the centre of the con- 
troversy is the March's oat- 
spoken organiser. Khallid 
Abdul Muhammad, once an 


aide to Lnuis Farrakhan. the 
leader of the Nation of Islam. 
Mr Muhammad has in recent 
years become most noted for 
racial comments against 
Jews, Catholics and whites. 
Incendiary remarks he made 
in a speech in 1993 were 
enough for Mr Farrakhan to 
eject him from his post. 

The coming march has 
brought him back into New 
York headlines, especially 
since July. What followed 
was a lawsuit and then a 
last-minute court appeal. 
City officials, under Mayor 
Rudolph Giuliani, fought an 
unsuccessful campaign to 
have the march site and date 
changed, citing public safety 
concerns. The mayor has 
been a vocal critic, calling 
the event a “hate march". 

But two recent court deci- 
sions have backed tbe right 
of the marchers to gather on 
their chosen date, during the 
busy Labor Day weekend, 
and at their intended venue. 
But in a victory for the city. 



Khallid Mrtwmnad (left! and feflovt activists visit an arson-hit African American church in 1996 


the court ruled that the 
march must be contained to 
four hours and six blocks - 
down from the 30 blocks 
originally requested. 


I n recent days community 
leaders have spoken in 
support of tbe youth 
march, most notably Con- 
gressman Charles Rangel, 
while voicing strong opposi- 
tion to Mr Muhammad But 
in a telling sign, the 
National Association for the 
Advancement of Colored 
People (NAACP) has not 
backed the New York Youth 
March, choosing instead to 
advance a separate and 
larger youth gathering 
planned for Atlanta. 

The glaring irony, of 


course, is that the plight of 
black urban youths has been 
Inst amid the rhetoric. In 
New York City, unemploy- 
ment rates remain far liigher 
for those between the ages uf 
lfi and 19 who arc black tM9 
per cent> than for their 
white (3J> per cent) or his- 
panie 12 & per cent) peers, 
according to the latest fig- 
ures available. 

The real question rc-raaius 
how many uf the youths who 
attend tomorrow's march 
will choose to separate the 
march’s message from the 
messenger. 

Mr Muhammad is clearly 
on the rise in a divided black 
community tliat seeks rapid 
changes in a city of great 
ethnic diversity. 


There are also risks for Mr 
Giuliani, who may have only 
fanned the names of con- 
frontation by forcing the 
march into the courts. 

Mr Giuliani is widely con- 
sidered to be seeking higher 
office once his term as 
mayor runs out in 2001. but 
his stand against Mr 
Muhammad is unlikely to 
harm his credentials among 
core constituents, despite 
the fact that to some his 
record regarding civil liber- 
ties remains patchy at best. 

For the rest or New York, 
(he hope remains that the 
thousands of youths who 
gather tomorrow will make 
their march the peaceful 
exercise of rights that the 
organisers say tt will be. 



If you want to do business in Europe, 
don’t let our location fool you. Madeira is 
a region of Portugal and the people of 
Madeira have a passion for international 
business that dates back centuries. It’s this 
passion for quality service and cost-effi- 
cient operations that is making Madeira's 
new international business centre such a 


new vantage point on Europe from its 
perfect perch for global business. 


Madeira 

Where Global B turner 
uf a Way of Life 


success. 


Here you'll find over 2,700 companies 
in financial services, international services 
and shipping, as well as in manufacturing 
for Europe and the world within an indus- 
trial free trade zone. And the advantages 
are nothing but special. So get a 
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Madeira Development Company 
Rua da Mouraria, No. 9- 1 
RO. Box 4164 

9052 Funchal Codex Madeira Portugal 
Tel: (351-91) 20.13.33 Fax: (351-91) 20.13.99 


For information on Madeira and how we can help your business, write or fax us at our address. 
You caa find us on the Internet at http://www.sdmadeira.pt/ E-mail sdm@sdm.pt 
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MEDICINE GOVERNMENT ADVISERS SAY GROWING DRUG RESISTANCE MAY LEAD TO ‘A RETURN TO DARKER TIMES' 


Cut use of antibiotics, ministers are told 


By Nicholas Timmins, 

Public Policy Editor 

Government advisers yester- 
day set out plans for signifi- 
■aat cuts in the use of anti- 
biotics. warning of the dan- 
gers of increasing drug 
resistance. 

The government’s stand- 
ing medical advisory com- 
mittee said the use of anti- 
biotics to promote growth in 
animals - a market worth 
£!2m (S20m) a year - should 
cease. It also put forward 
measures which could see a- 
20 to 30 per cent reduction in 
the £220m of antibiotics pre- 
scribed annually by family 
doctors. 


The committee said over- 
use “threatens a return to 
darker times, when surgery 
was restricted to simple 
operations on the otherwise 
healthy, and when organ, 
transplants and joint 
replacements were unthink- 
able". 

Half of antibiotic use in 
the UK, which is low by 
international standards, is in 
humans and half in a nimals. 
Family doctors account for 
3Q per cent of human use. 

A national campaign will 
attempt to persuade doctors 
and patients that antibiotics 
are not needed for the vast 
majority of colds and their 
use in simple cystitis should 


be limited to three days. 

Guidelines, which doctors 
will be expected to follow, 
will be set out by the 
planned National Institute 
for Clinical Excellence. 

A national steering group 
will monitor the spread of 
resistance and the effective- 
ness of measures to contain 
It. The group will encourage 
incorporation of the guide- 
lines into computerised deci- 
sion-support systems for doc- 
tors. The committee says the 
use of antibiotics as growth 
promoters in animals is "a 
major concern” which risks 
undermining new medicines 
even before they enter 
human use. 


They should be used in 
animals “only for clinical 
conditions where their use is 
likely to provide a genuine 
health benefit”. 

Dr Diana Watford, director 
of the Public Health Labora- 
tory Service, said the mes- 
sage about antibiotics was 
“the more you use them, the 
more you lose them". Dr 
Kenneth Caiman, the chief 
medical officer, said they 
must be treated as “a valu- 
able and non-renewable 
resource, to be treasured and 
conserved in everyone’s 
interest". 

Dr Walford said half of 
GPs’ prescribing was for 
colds, coughs and sore 


throats which are usually 
viral in origin and unaf- 
fected by antibiotics. Two- 
thirds to three-quarters of 
such prescribing was "inap- 
propriate". 

The Association of the 
British Pharmaceutical 
Industry yesterday endorsed 
the recommendations, but 
said there may be financial 
implications for the indus- 
try. 

New pricing mecha n isms 
may be needed “to ensure 
that Investment in the devel- 
opment of new antibiotics 
remains viable”. 

The chief medical officers 
of the European Union meet 
in Copenhagen next week to 


discuss' strategies for 
preventing the growing 
threat of antibiotic resis- 
tance. 

The UK package puts 
country in the forefront of 
tackling what is increasingly 
seen as a world-wide prob- 
lem. 

Drug resistance does not 
respect national boundaries 
and even during the seven 
months the committee was 
working one particular drug- 
resistant bug. vancomycin 
intermediate MRSA. origi 
nally only found in Japan, 
had turned up in the USA 
and France. 


EdBtortal Comment Pape 11 


Names jubilant 
as Lloyd’s vows 
to support them 


By Jim Kelly In London 

individual investors at 
Lloyd's yesterday abandoned 
a threat to call an emer- 
gency general meeting after 
the market’s ruling council 
pledged long term support 
for their role. 

Max Taylor. Lloyd’s chair- 
man, wrote to all the Inves- 
tors - known as Names - 
promising that there “will be 
no move to withdraw the 
rights of individual Names 
to continue trading in the 
Lloyd's market". 

”1 believe that Names are 
here to stay at Lloyd’s and 
we now have a clear commit- 
ment to fair and equitable 
treatment that will enable us 
to trade forward.” said Mich- 
ael Deeny. chairman of the 
Association of Lloyd's 
Names. 

Lloyd’s privately believes 
Names misunderstood con- 
stitutional changes proposed 
by the Kent Committee in 
March as an attack on their 
place In the market, where 
their influence is being dis- 
placed by corporate capital. 

Names were jubilant yes- 
terday. saying Mr Taylor’s 


letter represented a change 
in the attitude of Lloyd’s to 
individual Names. 

Lloyd's privately acknowl- 
edged that the Kent Commit- 
tee’s proposals - which have 
largely been accepted - 
could have been misinter- 
preted and modifications 
were made. 

• Traditional Names who 
convert to limited liability 
will be able to vote with 
Names - not with the corpo- 
rate investors. This helps 
protect their representation. 

• There will be guaranteed 
representation for private 
capital on Lloyd’s council as 
long as Names continue to 
provide at least 5 per cent of 
market capacity - rather 
than 10 per cent recom- 
mended by the Kent Com- 
mittee. 

• There will be lower 
thresholds for calling gen- 
eral meetings. 

“The reality has been that 
there was a campaign to 
encourage Names to depart 
from the market - this 
marks a sea change in the 
attitude of the corporation 
at least," said one senior 
Name. 



Portrait of a tody: Baroness Thatcher, the former Conservative prime minister, praised an artist 
yesterday far portraying her as e “a formidable woman . . .formidable because the things for which 
ate stood are enduring." The painting was commissioned by the UnfversHy of Buckingham to mark 
the end of Lady Thatcher's sfx years as chancellor of Britain's only private university. Janies GflKck, 
the artist, said: "When she looks you in die aye Ifa like looking at two loaded Exocat missiles." PA 


LEGAL NOTICES 


US$150,000,000 

Floating Rate Capital Notes due 2001 
issued by 

BARINGS BV 

(in liquidation In The Netherlands) 

in January and October 1986 

guaranteed by ' 

BARINGS PLC 

(in ti()iiididOD In 

NOTICE IS HEREBY GIVEN thaca meeting (the “1986 Noteholders Meeting*) of the holders of 
the above-mentioned notes (the “1986 Notes”) is convened for 10.00 a.m. on 1 6th September, 1998 
at The Insurance Hall. 20 Aldermanbury, London EC2V THY (having been adjourned through lock 
of quorum on cth July, 1998 and further adjourned with the consent of holders at the quorate 
meeting convened on 1 2th August, 1 998). 

The purpose of the 1986 Noteholders Meeting h to consider and, if thought fit, approve an 
extraordinary resolution to modify the terms of the 1 98b Notes and the trust deed constituting 
the 1986 Notes, in order to implement a proposed scheme of arrangement between, among 
others. Barings PLC (the guarantor of the 1986 Notes) and the trustee of the 1986 Notes. 
If the extraordinary resolution Is passed, the rights of the holders of the 1986 Notes maybe 
fundamentally altered. 

The terms of the extraordinary resolution to be proposed at the 1986 Noteholders Meeting are 
set out in full in the Circular which was distributed through Eurodear and Cede! Bank on 3rd 
lunc. 1 098. Further copies of the Circular may be obtained by contacting Ernst deYoung (Stephen 
Hat ns or Vmetmc Oliver! on telephone number (44) 171 931 4327 or (44) 171 931 3120 during 
normal working hours. 

VOTING AND QUORUM 

1. An investor in 1986 Notes wishing to attend and vote at the 1986 Noteholders Meeting in person 
must produce at the meeting either the definitive 1986 Notes or a Voting Certificate issued by one 
of the Paying Agents for the 1986 Notes. 

2. An investor in 1986 Notes not wishing to attend and vote at the 1986 Noteholders Meeting in 
person may cirhcr deliver his definitive J 986 Notes or duly issued Voting Certificate to the person 
whom he wishes to attend on his behalf, or arrange for the votes attributable to his 1 986 Notes to 
be cast for or against the extraordinary resolution by applying to have those votes included in a 
BU»ck Voting Instruction issued by a Paying Agent. 

?. Where investors in 1986 Notes applied for a Voting Certificate or to be included in a 
Block Voting Instruction in respect of the original meeting convened fbr 6th July, 1 998, or 
for the adjourned meeting convened fbr 12th. August, 1998, those instructions will 
remain In force unless revoked by the relevant investor, and the Paying Agents will In 
due course issue new Voting Certificates and/or Block Voting Instructions accordingly. 
Investors who have not revoked their instructions and who would like their instructions 
to remain effective need take no further action. 

4. b»cMor< in 19Sr> Notes who did not submit instructions in respect of the previous meetings, or 
u h>' would like to alter their previous instructions, should obtain a Voting Instruction Form from 
Ernst A Young ^Stephen Harris or Vivienne Oliver, contact details as described above) and 
complete it to apply for a Voting Certificate or to be included in a Block Ifaring Instruction. 
Completed Voting Instruction Forms should be submitted to the account holder with Eurodear 
or C.edd Bank through whom the investor's interest in 1986 Notes » held, who will forward the 
details of the instructions tu Euroclcar or Ccdel Bank as applicable. (If the 1986 Notes are pot 
held through Eurodear or Ccdel Bank, rbe investor should submit the completed Voting 
Instruction Rum direct to a Paying Agent together with the definitive 1986 Notes, or may attend 
the nwuung on production of the definitive 1986 Notes themselves). J986 Notes must be 
drpiwiti'd nr held with or to the order of a Paying Agent (except where definitive 1986 Notes are 
to he produced at the meeting) not later than 48 boms before die time appointed for the 1986 
Noteholders Mccung.'K'hcre 1986 Notes ate held through. Eurodear or Cede! Bank, Eurodear or 
Ccdel Bonk as applicable will (if instructed in sufficient time) arrange for this to be done. 

5. The quorum at the 1 986 Noteholders Meeting is two or more people present in person holding 
definitive 1 9So Notes or Voting Certificates or being proxies appointed under Block Voting 
Ir-virucrions. and representing in aggregate not lets than one-quarter of the principal amount Of 
i 9.S(j Notes then outstanding. To be passed, the extraordinary resolution requires a majority in 
favour nf three-fourths of the votes cast at the meeting. 

M. E. Mills Rutger Jon Graaf Schimmdpenninck 

ji lint liquidator of Barings PLC in his capacity as curator (liquidator) of 

j* agent and without persona] liability Borings BV without personal liability 

4;h September, 199$ 

Principal Paying Agent 
Kretiietbastk S A, Lusembourgeoise 
■15 Boulevard Royal 
L-2955 Luxembourg 
Attn; Moninle Lockman 
Tel: (352)4797 5215 
Fax: (352) 4797 5270 
Telex.' 3418KBLUXU 


Paying Agent 
Kjvdwibanh N.V. 

7 Rued'Arunbcrs 
B- 1 MO Brussels 
Atm: Roger Decamps 
Tel: 1 322 !422b»46 
Fax.i'322\4228U3 
Telex; 21 207 


Paying Agent 
Credit Suisse First Boston 
8 Paradeplatz 

CH-8021 Zurich, Switzerland 
Atm: Back Office Emissions 
Tel: (411) 33 5269 
Fas: (41 1)33 4979 
Telac 812412 CS CH 


Integration costs 
hit profit at state 
nuclear company 


By Andrew Taylor, 

Utilities Correspondent 

British Nuclear Fuels, which 
expects by the end of this 
year to have completed its 
yubn joint venture takeover 
of the nuclear activities of 
Westinghouse of the US. yes- 
terday reported a dip in prof- 
its. 

The cost of integrating its 
recently-acquired Magnox 
Electric nuclear power 
plants pushed pre-tax profits 
down by almost 8 per cent to 
£199m during the 12 months 
to the end of March. 

But the state-owned 
nuclear group increased the 
dividend paid to the UK gov- 
ernment from £46 tn to £53m. 
One-third of BNFL’s turn- 
over last year was generated 
outside the UK. 

The group, seen as a priva- 
tisation candidate, experi- 
enced a rollercoaster year 
which included its takeover 
of Magnox Electric, the call- 
ing-off of a £900m venture 
with Siemens of Germany 
and the award of two big US 
nuclear clean-up contracts. 


John Taylor, chief execu- 
tive said pre-tax profits 
would have been a repeat of 
the £216m the previous year 
but for the costs of integrat- 
ing the Magnox nuclear 
plants. There were also prob- 
lems in bringing the group's 
existing Magnox reprocess- 
ing interests back on stream. 

He cautioned that further 
integration costs would 
arise. These could leave 
1998-99 pre-tax profits at 
between £18Qm-£l90m. 
Westinghouse was unlikely 
to contribute to profits, with 
a deal not expected before 
the end of this year. 

The purchase will leave 
Morrison Knudsen, BNFL’s 
joint venture partner, with a 
60 per cent stake in Westing- 
house’s nuclear business. 

BNFL has already broken 
into the US market with the 
award in July of a contract 
to clean up US military 
nuclear waste at Hanford, In 
Washington state, whjch 
BNFL said could be worth 
up to $6Sbn. This is In addi- 
tion to the group's existing 
$£L5bn order book In the US. 


European 

soccer 

‘super 

league’ 

rejected 

By Patrick Harverson in London 

The 20 soccer clubs in the 
Premier League yesterday 
agreed to oppose any 
attempt to establish a break- 
away "super league" in 
Europe and declared unani- 
mous support for Uefa. the 
European game’s governing 
body. 

The decision is a blow for 
Media Partners, the Italian 
marketing firm behind the 
proposal, which is attempt- 
ing to lure away three top 
E nglish clubs anti counter- 
parts from mainland Europe. 

But Media Partners - 
which presented its propos- 
als to the Premiership clubs 
at their meeting in London 
yesterday - last night said it 
remained confident of ach- 
ieving its aim of reforming 
European club soccer. 

Rodolfo Hecht, the firm’s 
president, said; “We had a 
very productive meeting. 
The Premier League was 
very keen to become 
involved in the European 
Football League project." 

Despite Media Partners' 
upbeat appraisal of the meet- 
ing, Premier League officials 
said they felt the tide had 
shifted firmly in Uefa’s 
favour. “The dubs want to 
remain within Uefa,” said 
Peter Leaver, the league’s 
chief executive, adding that 
the top soccer leagues in 
Italy and Spain agreed. 

Gerd Aigner, general sec- 
retary of Uefa. also attended 
yesterday’s meeting, where 
the elute agreed that any 
future dialogue with Uefa or 
Media Partners would be 
conducted solely through the 
Premier League. 

This means the three clubs 
approached by Media Part- 
ners - Manchester United, 
Arsenal and Liverpool - 
would no longer talk to the 
firm independently, said Mr 
Leaver. 

The Premiership clubs 
also affirmed their stance on 
qualification for European 
football which, they said, 
must be based on the perfor- 
mance of clubs in the season 
prior to the competition. 

Media Partners plans to 
grant 18 “founder" elute in 
its super league a three-year 
exemption from qualifica- 
tion. 

There was a suggestion at 
the meeting that Uefa might 
accommodate Media Part- 
ners at some point in the 
fiiture, even though the 
organisation has a contract 
with Team Marketing, the 
Swiss firm, for it to handle 
the marketing rights to Uefa 
competitions until 2003. 


NEWS DIGEST 


CONFEDERATION OF BRITISH INDUSTRY 


I IHiU I »l 


Schroder to address 
employers after election '] 

Gerhard Schtoder wffl use November’s conference of the 
Confederation of British Industry, the employers’ lobby, as 
one of his first international platforms if his Social Demo- 
cratic opposition wins this month's German general etec- r 
tion. The CBi said yesterday that Mr Schrfidw had agreed 
to address the conference - in the English Midlands city . 
of Birmingham - whatever die outcome of the election. He 
will head an international line-up at toe conference which 
also includes Romano Prodi. the Italian prime minister, and 
Carlos Menem, the Argentinian president The programme. : 
also features a debate on European competitiveness and 
the global economy involving Sir Alex Trotman, chairman - . 
of Ford, and Emst-Antoina Sefflfere, controversial president 
of the Patranat, the CBI’s French equivalent The sensitive 
issue of the single currency has been relegated to the con- 
ference fringe after last year’s heated debate. CBi officials; 
said it had decided there was little more to add until after 
the euro was introduced next year. David Wlghton, Lon- 
don 


THE ECONOMY 


Wages ‘pushing up prices’ 

Signs of higher wages pushing up prices knocked some of 
the gloss off figures showing a slowdown in growth in the 
UK service sector yesterday. The monthly survey of 500 
companies by the Chartered Institute of Purchasing and 
Supply found that growth continued during August but at 
the slowest rate since the survey started two years ago. • 
The report’s business activity and new business Indites 
both continue to show expanding activity but the Institute 
said “growing numbers of companies reported demand for 
services to have fallen". Geoffrey Dicks, at Greenwich Nat- 
West investment bank, said: “The trends across tile whole 
survey are clear. The service sector is still expanding but 
at a much slower pace than earlier in the year." 

A majority of companies surveyed said they were still 
haring difficulties recruiting qualified workers, especially 
for information technology. “Higher wages and salaries 
continued to be the main upward pressure on costs, as 
higher salaries are offered to attract suitable staff," the 
report said. Richard Adams, London 


BRITISH TELECOMMUNICATIONS 


Multimedia service launched 

British Telecommunications yesterday announced a service 
designed to use ordinary telephone wires for high speed 
internet and multimedia services. But analysts said the 
service is old technology attractively repackaged. BT said 
its Highway service, available from September 15, is the 
first step in a process which should see every UK house- 
hold connected to advanced digital communications by 
2003- it said the technology - developed by Marconi 
Communications and Ericsson, the Swedish telecoms 
manufacturer - will give customers high-speed access to 
the internet while allowing simultaneous conventional voice 
calls. Afshln Mohebbi, managing director of BTs business 
division, sard only 1.6m UK households were connected to 
the internet David Cleveley, managing director of Analy- 
sys, the telecoms consultancy, said the launch was an 
excellent move for BT in the absence of ISDN products 
from Its principal UK competitors. But he said the product 
was essentially 10-year-old ISDN technology in new pack- 
agirig. -Alan Cane, London 


GENETICALLY MODIFIED FOOD 

Royal Society urges regulator 

The Royal Society, Britain's senior scientific academy, yes- 
terday urged the government to set up a “super-regulator' 
to oversee development of genetically modified crops and 
food. The recommendation was part of the society's 
response to the growing controversy over “GM foods”. 
‘Although mechanisms are already in place to regulate 
many Individual aspects of GM technology there is no 
means for looking at GM technology as a whola." It said. 
The super-regulator would span the responsibilities of 
departments dealing with agriculture, health and the envi- 
ronment. it would enforce regulations and strengthen 
guidelines for farmers growing GM crops. 

“Although the debate has focused mainly upon the 
risks of this technology, we must not lose sight of its huge 
potential benefits." said Sir Aaron Klug, society president, 
dive Cookson, London 


CITY TELEVISION STATIONS 

Local cable network closes 

Channel One. the cable channel owned by Dally 
Marl & General Trust, is to close after amassing losses of 
£40m ($66m) in a failed effort to pioneer local cable televi- 
sion networks in the UK. matching those in the US. DMGT 
announced the closure of the wholly-owned stations in 
London and Bristol, in south-west England. 

The company would not comment on toe size of the 
losses but said It could not see toe enterprise making 
money up to 2002. Some Industry executives said the 
announcement cast doubt on toe future of Uve TV, 
toe rival cable-only channel that Is owned by Mirror 
Group. 

However, Mirror said it was gaining higher revenues 
from advertising on Its services. John Gapper, London 


Northern Ireland politicians dance to the Clinton tune 


Diplomacy between the unionist leader and 
the Sinn F6in president has been carefully 
choreographed, says John Murray Brown 


D avid Trimble and Gerry 
Adams were engaged in 
a ritual dance yester- 
day with the anti-nationalist 
first minister of Northern 
Ireland being discreetly 
prodded to agree to a face to 
face meeting with the presi- 
dent of Sinn Fein, the politi- 
cal wing of the Irish Republi- 
can Army. 

The diplomacy was care- 
fully choreographed to coin- 
cide with yesterday’s visit by 
President Bill Clinton in an 
effort to give fresh momen- 
tum to a process badly dam- 
aged by recent events, nota- 
bly the bomb attack in 
Omagh by the breakaway 
Real IRA. 

The pace of the week's 
developments has been hec- 
tic: After a hardline state- 
ment from the IRA at the 


weekend ruling out de- 
commissioning of weapons. 
Mr Adams adopted a more 
conciliatory tone. He went as 
for as he bas ever done to 
repudiate the actions of 
republican terrorists, urging 
that the violence of the 
Omagh bombing “must be a 
thing of the past". In a fur- 
ther gesture to unionists the 
party on Wednesday nomi- 
nated Martin McGuinness, 
its chief negotiator, to sit on 
the body set up to oversee 
decommissioning. 

Sinn F6in was under con- 
siderable pressure following 
the Omagh bomb to demon- 
strate on which side of the 
new dividing line it stood - 
with the peacemakers or 
with those intent on destroy- 
ing the peace. 

The Sinn F6in gestures 


were secured with consider- 
able input from Washington. 
The White House made it 
known that the president 
had been in telephone con- 
tact with Tony Blair, the UK 
prime minister, on tbe night 
before his recent grand jury 
testimony in the Monica 
Lewinsky scandal. 

He told one Northern 
Ireland assembly member 
that he had been “working 
hard on the decommission- 
ing issue for the past three 
weeks”. Officials say his 
staff has been la almost 
daily contact with Sinn Ffein 
and the other parties in a bid 
to secure some movement at 
a time when when public 
faith In the peace process 
had been badly shaken. 

Sinn Fein's declaration 
has increased the likelihood 
of a first meeting between 
Mr Adams and Mr Trimble. 
The Ulster Unionist leader 
was giving nothing away 
publicly yesterday. But In 


his speech to local business 
and community leaders. 
President Clinton indicated a 
commitment had already 
been given by Mr Trimble. 
The president commended 
the “words and actions of 
your political leaders and 
their willingness to meet". 

The planned session of 
party leaders in Belfast, the 
Northern Ireland capital, on 
Monday would proride the 
obvious cover. But the hand- 
shake, if- there is one. is 
likely to be out of sight of 
the cameras. 

Sceptical unionists will 
dismiss any such meeting as 
a public relations coup for 
Sinn F6in. But Mr Trimble 
appears more sanguine. 
Even Jeffrey Donaldson, the 
dissident Ulster Unionist MP 
- who defied the leadership 
in opposing the Good Friday 
agreement - seemed un- 
perturbed at the prospect ot 
his party leader and Mr 
Adams meeting. 


Sinn Fein officials Insist 
the ball is now in Mr Trim- 
ble's court, while unionists 
will want to see more evi- 
dence of their conversion. 

Mr Trimble is expected to 
move his defences. The next 
test trill be whether he will 
agree to sit with Sinn Ffein 
in the executive with the 
other parties. The process 
could still founder on this 
issue. One of Mr Trimble's 
key aides said yesterday the 
party would want to see 
"verifiable” disannament by 
the IRA before Sinn. Ffiin can 
take its seats. 

The assembly reconvenes 
on September 14. The parties 
have to agree the areas of 
cross border co-operation by 
the end of October. The only 
other binding date is when 
the executive has to take 
over the governance of 
Northern Ireland in Febru- 
ary. 

Observer, Page 11 
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THE ARTS 


MUSIC LA JOLLA 


California 
dream of a 



FamBy affair the festival's new joint drector* are husband and wffp team David Flnckel and Wu Han Christian Stoner 


festival 

Martin Hoyle enjoys 
chamber music at a 
little-known gathering 

As a festival setting, La Jolla is a 
sybarite’s dream. It has a golden 
climate, the start ling ly bine 
Pacific, basking seals, and local 
wine: a combination denied to 
Edinburgh, Salzburg and Aix. 

The La Jolla SummerFest, a 
chamber music festival at the en d 
of August, is presented by the 
organisation that promotes five 
other concert series in La JoHa and 
downtown San Diego during the 
musical year. Orchestral concerts 
for the 1998-99 season include a 


A cautious move has 
been made to dispel 
one’s initial 
impression of La Jolla 
as the US equivalent 
of Torquay with less 
conventional fare 


roll-call of the internationally 
established (Salonen, Jansons. Bell. 
Huang, Zimerman), while recitals 
and chamber music Include Arcadi 
Volodos. Richard Goode, the Tak- 
acs and Vellinger quartets and 
Isserlis and Hough - not to men- 
tion the up-and-coming Freddy 
Kempf, the British favourite from 
the last Moscow Piano Competi- 
tion. 

Yet for all this, the festival is a 
shrinking violet as far as interna- 
tional awareness is concerned. 
However, a new joint directorship 
to raise its profile has been 
appointed: David Flnckel, cellist of 
the Emerson Quartet, and his wife, 
the Taiwanese-born pianist Wu 
Han - both. Incidentally, due to 
make their second Wigmore Hall 
appearance next month. 

Their hands-on programming 
and very hands-on promoting 


underlines the festival’s intimate, 
family feeling. A relatively small 
group of artists plays together, 
staying at local homes. This being 
America, the socialising is impor- 
tant One concert was given in a 
private home belonging to the fam- 
ily behind Qnalphon. 

The small orchestral repertoire is 
now ignored in favour of chamber 
ensembles. Concerts are given in 
the Sherwood Auditorium, an 
adjunct of the Museum of Contem- 
porary Art, where next January 
sees the largest collection of Fran- 
cis Bacon’s pope pafwring w so far 
exhibited together. 

There are family concerts under 
the auspices of Bruce Adolphe, the 
conzposer-in-residence, workshops 
with young groups, and lunchtime 
discussions with guest speakers. 

Among artists fawYiHar to Europe 
were Menahem Pressler, Joseph 
Ealichstein, Cecile Li cad and 
Alban Gerhanft- However, what 
immediately strikes the visitor is 
the number of taif»nt«>H young Tai- 
wanese, Chinese and Korean 
Americans: a new generation, now 
settled in the New World, perpetua- 
ting the musicianship and disci- 
pline that has impressed Europe 
from eastern Asia in the past two 
decades; and a reminder to north- 
ern-Atlantic dwellers that Calif- 
ornia is part of the Pacific rim. 

I particularly remember David 
Shift- in •« full clarinet tone in Schu- 
mann and the Brahms Trio Op. 114 
(with the festival directors); and 
the freshness and excitement of 
many of the younger players, hope- 
ful signs for the future. Even Pro- 
kofiev's Overture on Hebrew 
Themes, which can sound like a 
musical tourist’s eye-view of Fid- 
dler on the Roof coantry, had a 
variety of dynamics, colour and 
emotional gear-changes lavished 
on it The young Miami String 
Quartet, joined by Toby Hoffman 
anH tha very young and pr omising 
Taiwanese American Felix Fan. 
brought the same freshness to the 
Brahms Sextet Op. 38. 

If the repertoire was dominated 
by the romantic, a cautious move 
1ms been made to dispel one's ini- 


tial impression of la Jolla as the 
southern Californian equivalent of 
Torquay with less conventional 
fare. British preoccupations found 
an echo in the inclusion of Szyma- 
nowski. while Penderecki and Dav- 
idovsky (Synchronism No. 6 for 
piano and tape, with the veteran 
Gilbert KaHsh) were gently insinu- 
ated into the line-up. 

I caught a programme that 
included Takemitsu’s Rocking Mir- 
ror Daybreak for two violins, 
played by its dedicatees, the asters 


Ani and Ida Kavafian. whose firm 
attack added sinew to a line that 
might have been wispy and attenu- 
ated in other hantte. Their playing, 
with Li cad, of Moszkowski’s Suite 
in G minor provided a cheerful sur- 
prise: forthright, lyrical, big- 
hearted romanticism and 
tongue-in-cheek high spirits from a 
composer who, as the artists 
pointed out. would have been dis- 
mayed to find himself remembered 
for salon pieces. 

Peteris Vasks* third quartet was 


played by the Miami, whose cel- 
list’s introduction drew humorous 
parallels between the Latvian's 
mysticism and the Californian 
brand. The music's northern light 
illuminates vistas bleaker than 
those of English pastoralism; but 
in his folk echoes, and the mixture 
of distantly perceived vistas and 
claustral reflectiveness, is Vasks 
the Baltic Vaughan Williams? 

David Fuickel and Wu Han play at Ihe 
Wvgroore Hall on October 16. 


SPONSORSHIP 


Corporate backers look to the north 

Antony Thomcroft assesses how attractive the Edinburgh Festival might be to businesses in the future 


Let's hear it for the sponsors. That 
must certainly be the cry of Brian 
McMaster, director of the Edin- 
burgh Festival, as the 51st jambo- 
ree ends this weekend. With the 
Fringe finishing a week earlier this 
year, and its audience quitting the 
city, together with a reduced sub- 
sidy. it is touch and go whether 
McMaster will be within his 58m 
budget. Thanks to sponsorship, 
which beat its target and topped a 
record £1.5m. the books should just 
about balance. 

Companies, especially Scottish 
companies, have grown to love the 
festival. Businesses even enjoy the 
masochism of supporting the most 
avant-garde productions. This year 
Templeton Investment Manage- 
ment was prepared to invite its cor- 
porate guests to sit through Botbo 
Strauss’s new play. Die AlmHchen 
- in German. Standard Life's 
guests got off comparatively lightly 
with Calderon’s Life is a Dream. 

The biggest single sponsor is the 
Bank of Scotland, which invests 
more than £200,000 in the event. 


with the money going on advertis- 
ing and community works as well 
as productions. In particular it 
involved 60 local children in the 
Pacific North West Ballet's Mid- 
summer Night's Dream. 

Other regular backers are the 
Royal Bank of Scotland. Scottish 


more companies set up head offices 
in the city and strive to be 
accepted as part of the community. 
With subsidy unlikely to rise in the 
forseeable future, sponsorship will 
became steadily more important 
The hunt is now on for a backer 
prepared to stump up £lm to com- 


Sponsorship is also permeating the Fringe, 
which attracts a much larger, younger 


audience, although it offers fewer 
opportunities for corporate hospitality 


and Newcastle, and BT, while 
Marks and Spencer has committed 
itself to the lecture programme, an 
increasingly important part of the 
festival. There is also help in kind, 
with Renault supplying ground 
transportation for many of the 
2,000 visiting artistes, and ELM 
providing the flights. 

The Edinburgh Festival stands to 
gain from Scottish devolution as 


plete the transformation of the 
TOUbooth in the Royal Mile into 
the festival centre. This £7m con- 
version of Pugin’s Victorian Gothic 
masterpiece, built In the 1640s as 
the assembly rooms of the Church 
of Scotland, into a festival dub and 
ticket centre should be completed 
by July. Most of the money is in 

place, but for £lm your company 
can be linked to the centre - in 


name, venue opportunities and 
gratitude - for five years. 

Sponsorship is also permeating 
the Fringe, which attracts a much 
larger, and younger, audience t han 
the festival, although it offers 
fewer opportunities for corporate 
hospitality. This year the Gilded 
Balloon's programme was sup- 
ported by Calderis. and the Assem- 
bly Rooms' programme by The 
Observer. 

Anyone sponsoring the Fringe is 
taking a ri sk, given the unpredict- 
able nature of the product, so it 
was odd that Calder’s objected to a 
play called Myra and Me which 
Incidentally involved Moors 
murderer Myra Hlndley. Examples 
of sponsors influencing the choice 
of programme axe very rare. In the 
event, there was a speedy transfer 
of the production from tire Gilded 
Balloon to the Assembly Rooms. 
The Observer is obviously more 
liberal in its approach. 

★ 

This week the Dulwich Picture Gal- 
lery unveiled its most ambitious 


exhibition for many years, the first 
retrospective devoted to the work 
of the 17th-century Dutch artist 
Pieter de Hooch,- displaying -41 of 
his gem-like interiors. 

Bringing it to Dulwich was only 
made possible by a stroke of good 
fortune, and a £35.000 sponsorship 
- which attracted a further £9,000 
of government money under the 
Pairing Scheme - from the United 
Technologies Corporation of Hart- 
ford, Connecticut 

When the director of Dulwich. 
Desmond Shawe-Taylor 
approached the de Hooch expert. 
Dr Peter Sutton, who runs the 
Wadsworth Atheneum in Hartford, 
by chance Sutton was also plan- 
ning a De Hooch exhibition. He | 
also bad a possible sponsor. United 
Technologies, which inhabits the 
next block In Hartford. The com- 
pany was immediately keen and 
suggested to its British subsid- 
iaries, Otis and Pratt & Whitney, 
that they might like to look after 
the display in the UK. They took 
the hint. 

On December 24 Dulwich closes 
for an 18-month redevelopment 
which, when completed by May 
M 00 , will leave the gallery looking 
even more like Soane’s early 13th- 
century original, together with a 
much-needed cafe and educational 
centre. 


EDINBURGH US DRAMA 

SmyO’Neill, 

brave McNally 


The Oedipus complex 
becomes more complex than 
usual in Eugene O'Neill’s 
play More Stately Mansions, 
Ala stair Macaulay writes. 
Simon’s wife and mother 
fight for power over him. 
then they side against 
him ... his mother is wifely, 
his wife maternal and nei- 
ther they nor he want what 
they gat. Two corners of the 
triangle are forever opposing 
the third, with frequent 
changes of allegiance. As the 
play proceeds, these changes 
accelerate. In Act Three, 
there is about one volte-face 
per minute. 

Afore Stately Mansions Is 
described as an unfinished 
play. New York Theatre 
Workshop brought it to 
Edinburgh in a version fin- 
ished and adapted by Karl 
Ragnar Gierow. Its problem, 
however, seems to be not a 
lack of ending but an excess 
thereof. The shape of the 
play is fairly obvious from 
the first, and grows only 
more so. More ridiculous, 
too. 

I doubt any performance 
could save this twaddle, 
written in those palmy 
American days when psy- 
choanalysis was just beam- 
ing. in Edwin Den by ’s 
words, a household remedy. 
Although here or there 
O'Neill has tacked on a few 
fig leaves of plot, mainly his 
central three characters just 
vent their feelings. 

Still. O'Neill shows you at 
regular intervals why he is, 
with Tennessee Williams 
and David Mamet, one of 
America’s three foremost 
playwrights. He never lacks 
audacity; his characters, 
however absurd, are heroic. 
Tennessee Williams' more 
audacious psychodramas are 
more poetic than this, but 
not more courageous. 

The New York Theatre 
Workshop style, alas, is to 
ironise. The actors, under 
the direction of the Belgian- 
born director Ivo van Hove, 
comment on the play by 
means of artificial exaggera- 
tion. Now they pelt out 
speeches at breakneck speed, 
now they switch into ordi- 
nary tempo, now they shout. 
Tim Hopper and Jenny 
Bacon, as Simon and his 
wife Sara, supplement one 
scene with a prolonged nude 
acrobatic pas de deux, like 
those in Kenneth MacMill- 
an's Mayer ling, except that 
she gets to lilt him too. 
Nothing could be sillier. 

The mania of O'Neill’s 
play is presented in inverted 
commas throughout. This is 
wise-guy acting of the most 
accomplished and revolting 
kind. Van Hove must take 
the blame. How many more 
vile examples of Director's 
Theatre must the festival 
make its audiences endure? 

* 

Sentimental, navel-gazing, 
naive - there is a reassuring 
predictability about gay 
plays, Antony Thorncroft 
writes. But they can also be 
gripping, uplifting and fun_ 
Terence McNally's Love! Val- 
our! Compassion!, which 
received its British premiere 
on the Bedlam Theatre on 
the Edinburgh Fringe, is def- 
initely In the superior group. 

The scenario has the famil- 
iarity of a Greek tragedy. A 
group of eight friends, artis- 
tic and successful, gather on 
successive holiday weekends 


at Gregory’s house. They 
bitch and bicker; flirt and 
flounce: and generally carry 
on in the way every group of 
sophisticated gays has 
behaved on stage since the 
seminal The Boys in the 
Bond decades ago. 

But Love! has been graced 
with a superb seven-strong 
cast fChris Pickles plays 
twins, the sardonic John and 
the HIV-ridden James), and 
inspired writing by McNally. 
There is even a trace of a 
storyline, with Greg, a chore- 
ographer, suffering creator’s 
block as he attempts to com- 
plete a new ballet. 

The characters may be car- 
icatures - Arthur and Perry, 
an old married couple with 
14 years of love itching in 
places; Buzz, also HIV posi- 
tive and hiding his fears 
beneath an encyclopaedic 
knowledge of the Broadway 
musical; Bobby, Greg’s much 
younger lover, beautiful In 
body and spirit and affect- 
ingly blind; Ramon, a slice of 
Puerto Rican hot stuff who 
John has brought along to 
cause waves; and Janies, 
from England and as camp 
as a bell tent; but they 


The wit with 
which the gays 
hold reality at bay 
makes 'Love ! 1 
very funny 


inhabit a real world, and 
eventually drown their indi- 
vidual lusts and ambitions 
in gay solidarity. 

McNally keeps the action 
moving rapidly, with charac- 
ters breaking off to keep the 
audience up to speed with 
the sub-plots of past 
romances and secret desires. 
Couples confront their own 
crises as the weekend party 
splits, and solos, and comes 
together again in an elegiac 
gavotte. The wit with which 
gays hold reality at bay 
makes Load very funny, but 
there is no escaping the 
scourge of Aids, which gives 
McNally the chance to write 
with great compassion. 

There is music, there is 
much skinny-dipping In the 
lake, there is a sentimental 
ending as the men put on 
their tutus once again to per- 
form Swan Lake in yet 
another Aids benefit. Here 
they are finally sending up 
the sexuality which has so 
driven their lives, for good 
and iff Love! is a snapshot of 
a small slice of a particular 
community at a certain time 
but it is wonderfUHy com- 
posed and sparkily written. 

Chris Pickles catches the 
eye twice and is perhaps 
more effective as supercil- 
ious John, who accepts his 
warped character, than as 
ehildlikp James who, in one 
of McNally’s bold gestures 
towards the ma udlin, has a 
last affecting fling with Buzz 
(an endearingly overwhelm- 
ing Mike Goodenough). Audi 
Narsi is a credibly petulant 
Ramon and Nick Marlow 
makes the most of the too- 
good -to-be-true Bobby. But, 
to Stephen Henry’s relaxed 
direction, all the cast act 
their socks off in the defini- 
tive gay play, at least for the 
1990s. 


INTERNATIONAL 

Arts 

Guide 

AMSTERDAM 

CONCERTS 
Concertgobow 
Tel: 31-20-675 4411 
Los Angeles Phi (harmonic; 
conducted by Esa-Pekka 
Salonen in works by Adams, 
Mahler and Sibelius. With 
mezro-soprano Lorraine Hunt; 
Sep 8 

OPERA 

Netherlands Opera, Hot 
Muziektfteater 
Tet 31-20-551 8911 
Gfitterddmmenmg; by Wagner. 
New staging by Pierre Audi, 
conducted by Hartmut 
Haenchen. Cast includes Henz 

Kruse. Jearmine AHmeyer and 
Henk Srmt; Sep 8 


BEIJING 

OPERA 

The Forbidden City 


8.9 


BIRMINGHAM 
CONCERTS 
Symphony Had 

ret 44-f 27-272 3333 

• Chicago Symphony 
Orchestra: conducted by Dantel 
Barenboim in works try Strauss, 
Berg mid Tchaikovsky, Sep 5 

• Czech Philharmonic: In a 
programme of works by Jan£cek, 
Beethoven and Dvorak; Sep 9 


BRUSSELS 

CONCERTS 
Patab des Beaux Arts 

• Chicago Symphony 
Orchestra: conducted by Daniel 
Barenboim in works by Berg and 
Matter, Sep 7 

• Chicago Symphony 
Orchestra: conducted by Daniel 
Barenboim to works by Wagner, 
Schoenberg and Tchaflravsky; 
Sep 8 


DUSSELDORF 

CONCERTS 

Tonhafia 

Los Angeles PhSharrnorac: 
conducted by Esa-Pekka 
Salonen in works by Copland, 
Stoeflus and Stravinsky; Sep 9 


EDINBURGH 


Ralph Koteu and costumes by 
Sue Willmlngton. The conductor 
is Richard Armstrong; Edinburgh 
Festival Theatre; Sep 5 
• LfeuSe: by Smetana. Concert 
performance t^ the BBC 
Scottish Symphony Orchestra 
and the Edinburgh Festival 
Chorus, conducted by Oliver von 


www.gcr-erfnbvrgfi co. uk 

• More Stately Mansions: by 
Eugene O'Neal. Adapted by Karl 
Ragnar Gierow from O’Neal's 
unfinished manuscript Ivo van 
Howe directs the New York 
Theatre Workshop: Royal 
Lyceum Theatre; Sep 4, 5 

• Ph^dre; by Racine. New 
Th6atre VHy-Lausanne 
production, directed by Luc 
Bondy, King’s Theatre; Sep 4, S 


FRANKFURT 

OPERA 

Oper Frankfurt 

Tet 49-89-21237 999 

wmr.ftsikhkt~business.de/oper 

La Traviata: by Verdi, to a staging 

by Axel Corti; Sep 4, 6 


LONDON 

CONCERTS 

BBC Proms, Royal Albert Hail 
Tet 44-1TJS89 8212 

• BBC Singers: conducted by 
Jane Glover to works by Britten, 
Kod6Jy, Bgar, Szymanowski and 
Pany. With toe Choristers of 
(iigdtorti Cathedral; Sep 4 

• Bournemouth Symphony 


Orchestra: conducted by Yakov 
Kreizberg In works by Glinka, 
Rachmaninov and Schmidt With 
piano soloist Arkady Volodos; 
Sep 9 ' 

• Chicago Symphony 
Orchestra: conducted by Daniel- 
Barenboim in works by Strauss, 
Berg and Tchaikovsky; Sep 4 

• Czech Philharmonic: 
conducted by Charles Mackerras 


. conducted by Libor PeSek in 
works by DvoFfik, Szymanowski 
and Brahms. With vioBn soloist 
Raphael Oleg; Sep 8 

• European Union Youth 
Orchestra: conducted by Vladimir 
Ashkenazy in works by Berg and 
Strauss. With soprano Barbara 
Bonney;Sep5 

• London Symphony Or chestra 
and Chorus: conducted by Conn 
Davis to works by Beethoven (arr. 
Colin Davis and David Matthews) 
and Tippett. With soloists 
inctudtog bass John Tomlinson; 
Sep 6 

exhibitions 

Hayward GaBery 
Teh 44-171-281 0127 
wwwJ^ywwd^aBwy.orgMk 
Bruce Naurnan: spanning the 
career of the American artist, 
b.1941, this exhibition focuses an 
his relationship with language, 
and In dudes sound and video 
installations; to Sep 6 

Tafia Gallery 

Tet 44-171-887 8000 
Patrick Heron: b.1920. Heron is 
one of the leading figures of 20th 
century British art. This display 


includes around 80 paintings, 
from the 1930s to the present; to 
Sep 6 


LUCERNE 

CONCERTS 

International Festival of Music 
Tel: 41-41-226 4400 
www.LucsmeMusic.ch/ 

• Amsterdam Baroque 
Orchestra: Ton Koopman 
conducts works by Mozart With 
soprano Lisa Larsson, contralto 
Elisabeth von Magnus, tenor Paul 
Agnew and bass Klaus Martens; 
Sep 6 

• BBC Symphony Orchestra: 
Andrew Davis conducts works by 
Ravel, Mozart, Walton and Elgar. 
With pianist Richard Goode; 

Sep 7 

• Leipzig Gewandhaus 
Orchestra: in works by Honegger 
and Bruckner. The conductor is 
Herbert Blomstedt; Sep 8 

• Los Angeles Phlharmonlc: 
conducted by Esa-Pekka 
Salonen in works by Strauss and 
Bruckner. With soprano Gundula 
Janowitz; Sep 4 

• Royal Concartgebouw 

Orchestra: conducted by 
Rsccardo ChaiBy in works by 
Debussy and Varfrse. With 
soprano Sarah Leonard; Sep 5 


NEW YORK 

EXHIBITION 
Guggenheim Museum 

Tet 1-212-4233500 
www.guggenhefm.org 
VBhefm Hammershoi (1864-1916): 
Danish Painter of Solitude and 
Light Retrospective seen in 
Copenhagen and Paris last year. 


comprising 60 works by this 
relatively unknown contemporary 
of Munch. Includes portraits and 
landscapes as wefl as interiors, 
many of which depict the rooms 
of his Copenhagen home; to 
Sep 7 

Metropolitan Museum of Art 
Tel: 1-212 - 879 5500 

www.metmuseum.org 
Sir Edward Burne-Jones: first 
American exhibition devoted to 
the 19th-century British artist, 
comprising more than 200 works, 
including tapestries and jeweflery 
as wed as paintings; to Sep 6 


SAN FRANCISCO 

EXHIBITIONS 

San Francisco Museum of 

Modem Art 

www.sfmoma.org 
Alexander Calder (1898-1976): 
around 25Q works, among them 
some of the best examples of 
Calder’s formally innovative 
sculpture. Alongside the mobiles 
and stabiles are selected 
paintings, drawings and Jewellery; 
from Sep 4 to Dec 1 


TOKYO 

CONCERT 
Suntory Hall 
Tel: 81-3-3584 9999 

• Japan Philharmonic 
Symphony Orchestra: conducted 
by Gianluigi Getmatti in Rossinrs 
Petite Messe SotenneBe: Sep 6 

• Japan Shinsei Symphony 
Orchestra: conducted by 
Anton eilo Atiemandi in works by 
Rossini; Sep 5 

• Tokyo Metropolitan Symphony 


Orchestra: conducted by Ken 
Takaseki in works by Reger and 
Beethoven; Sep 4 

EXHIBITION 

Museum of Contem p or ar y Art 

Tet 81-3-5245 4111 
fil the End of the Century: One 
Hundred Years of Architecture; to 
Sep 6 


TURIN 

CONCERT 

Lingotto Rere 

Los Angeles Philharmonic: 

conducted by Esa-PBkka 

Salonen in works by Schoenberg 

and Bruckner; Sep 7 


TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELUTE BUSINESS TV 

• CNN International 
Monday to Friday. GMT: 

06J38: MoneyBne with Lou Dobbs 
13J30 i Business Asia 
19.30: World Business Today 
22.00: World Business Today 
Update 

• Business/Maricet Reports 
05:07; 06:07; 07:07; 0820; 0920; 
1020; 11:20: 11:32; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from L1FFE as the 
London market opens. 


OPERA 

www.tJnonOat-oo-stte.com Edinburgh International Festival 

Turandot: by Puccint Conducted Tet 44-131-473 2000 
by Zubin Mehta in a staging by * www.go-ei8nbtagh.cOMk 
Zhang Yimou, seen previ ousl y to - • DaBboe by Smetana. New 
Florence. With the Meggio Scottish Opera production by 

Musicate Fforentlno: Sep 5. 8. 7, David Pour^iey. With sets ty 


Dohnanyi; Sep 4 


THEATRE 

Edinburgh international Festival 
Tet 44-131-473 2000 


in works by Jan&cek and Mahler; 
Sep 7 

• Czech Philharmonic: 
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Nothing up my sleeve 


LETTERS TO THE EDITOR 


When Japan’s finance minister meets his US counterpart, the scary thing is they may 
have nothing at all to talk about, say Gillian Tett and Michiyo Nakamoto 


J apan's economy is in 
trouble and threaten- 
ing market tuimoiL A 
critical meeting takes 
place. The ageing Kilchi 
Miyazawa, Japan's finance 
minister, flies to San Fran- 
cisco to see his US counter- 
part in the hope of salvaging 
something from the situa- 
tion. 

That was 1986. On that 
occasion, the meeting ended 
with the "Baker- Miyazawa 
initiative” to cut taxes and 
interest rates to boost Japa- 
nese demand. The quid pro 
quo was a joint initiative to 
stabilise the yen. 

This time round, Mr M3ya- 
zawa, now even more aged, 
is meeting Robert Rubin, the 
US Treasury secretary. In 
the same city. The stakes are 
even higher. The big ques- 
tion for Japan and for global 
markets Is whether Mr Miya- 
zawa can pull off the same 
trick again. 

The unnerving answer is: 
probably not Japan, in its 
worst recession since the 
second world, war, faces far 
worse problems than those 
of 1986. Mr Mlyazawa's abil- 
ity to calm US nerves Is 
greatly diminished, mainly 
because of the political grid- 
lock afflicting Japan's gov- 
ernment. Not surprisingly, 
senior US officials are doubt- 
ful that any meaningful pol- 
icy Initiatives will emerge 
from the meeting. 

Some diplomats fear the 
coining months could pro- 
duce more mud-slinging 
than policy-fixing. As one 
senior Japanese financial 
official says: "If Wall Street 
crashes, who do you think 
they will blame? Somehow I 
suspect it will be us." 

The Japanese have every 
reason to feel defensive. 
After all, three months ago 
Larry Summers, the deputy 
US Treasury secretary, vis- 
ited Tokyo following the 
US’s surprise intervention to 
prop up the yen. telling his 
hosts to act fast to boost the 
economy and clear up the 
banking mess. The US inter- 
vention, he explained, had 
been designed to create a 
“window of opportunity" for 
Japan to act 

Three months on, there is 
precious little evidence that 
Japan has taken that 


Japan: no meeting of minds 
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opportunity. The economic 
data are worse even tban 
they were then: industrial 
production, for example, fell 
9 per cent in the year to 
July. The Economic Plan- 
ning Agency recently admit- 
ted the slump would proba- 
bly continue for several 
months. 

Yet the Liberal Democratic 
party has been paralysed by 
its defeat in July's Upper 
House election. The result 
has been a debilitating mix 
of encouraging rhetoric - 
and disappointingly slow 
reform. 

Take the banking sector. 
Last month, the LDP pro- 
duced two financial reform 
bills, one to make it easier 
for banks to sell bad loans 
from exposure to property 
and another to create a 
"bridge bank" to wind up 
the operations of failed 
banks. The government has 
also started some restructur- 
ing by encouraging the trou- 
bled Long Term Credit Bank 
to merge with Sumitomo 
Trust 

But since then, nothing 
has happened. The financial 
reform bills have not even 
been put before parliament 
because of a political raw 
between the opposition and 
the LDP over Long Term 
Credit Bank. And a solution 
to that bank’s problems have 
been delayed because of pub- 
lic outrage over the proposal 
to inject Y500bn ($3.6bnl of 
taxpayers' money into the 
troubled institution. 

Nor on the fiscal side has 
Japan produced the clear 
policies that the markets, or 
the US, wanted to see. True, 
last month, Keizo Obuchi, 
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Hong Kong: a free market, though 
not free from manipulation 


A necessary 
safeguard 


the prime minister, unveiled 
Y4,ooobn in "additional" 
income tax cuts, plus a host 
of other trillion-yen spend- 
ing and corporate tax-cut 
measures. 

But these dizzying sums 
contain crucial catches. It is 
still not dear, for example, 
whether the Y4,000bn “new" 
income tax cuts will be per- 
manent or temporary. Mr 
Obuchi's only concrete 
pledge to date is that the top 
rate of income tax will fall 
from 65 per cent to 50 per 
cent, but be has implied that 
the lower rate will actually 
rise slightly next year. 

The spending sums are 
even more opaque. What the 
"new" YiO.OQObn might con- 
tain is completely unknown. 
More alarmin gly, even the 
YS.OOObn already pledged to 
boost infrastructure may be 
a mirage. In July, for exam- 
ple, construction orders fell 
14 per cent, year on year. 

While this may reflect a 
timelag, it also suggests that 
some heavily indebted local 
governments are simply ref- 
using to implement the cen- 
tral government's spending 
plans. "Local governments 
have very serious deficits 
and do not want more pnblic 
works," says Sawako Takeu- 
chi a member of the govern- 
ment’s Economic Strategy 
Council, “TTiey cannot do 
any more." 

So, when Mr Miyazawa 
meets Mr Rubin today, will 
he be able to offer anything 
at all? Some Japanese offi- 
cials suspect he may provide 
more concrete details of tax 
cuts and that he may even 
announce a political compro- 
mise over LTCB. (Yesterday 


some opposition parties 
appeared to be tiptoeing 
towards a deal) 

Diehard optimists hope 
that the meeting might even 
repeat the 1986 experience, 
paving the way for a shift in 
policy. 

Monetary policy offers one 
possibility. Until now, cuts 
in Japanese interest rates 
have been considered taboo 
since they would weaken the 
currency. But Japanese offi- 
cials suspect that us opposi- 
tion to a weaker yen is 
ebbing, given tbe scale of 
Japan's economic woes. 

And if the US Federal 
Reserve reduces interest 
rates - perhaps because of a , 
new financial crisis in Latin 
America - a Japanese cut 
would be politically easier. I 
By coincidence, the Bank of j 
Japan's policy board Is due 
to meet a few days after Mr 
Miyazawa returns. 

"The 1986 meeting took 
two months to produce 
results, so this may take 
time," argues one western 
diplomat. "Change never 
happens quickly here. What 
will drive change in Japan is 
market pressure, not US 
speeches." 

But relying on market 
pressure may take too long 
given the parlous state of 
the global economy. Mr 
Miyazawa is under great 
pressure to defy his critics 
and earn his place in the 
financial history books by 
producing clear policies to 
pull Japan out of its slump. 

If he does not respond, his 
second trip to San Francisco 
could produce a rather 
gloomier result than his 
firsL 


From Mr Giles Chance. 

Sir. Regarding Hong 
Kong’s credibility as a free 
market ("One country, two 
systems, big crisis", Septem- 
ber i) it is not clear yet 
whether direct government 
intervention, or stepping 
aside to allow economic con- 
I traction in support of the 
currency peg, is the better 
strategy overall. 

Hong Kong’s market has 
□ever been large enough not 
to be manipulated: large 
informational asymmetries 
between local tycoons and 
foreigners; government land 
sales: and control of the 
futures index by a small 
number of large foreign 
banks acting in concert are 
but three examples of mar- 


ket manipulation from the 
recent past. 

And none of this has 
deterred portfolio or direct 
investment in the presence 
of a rapidly growing and sta- 
ble China. 

Meanwhile, it seems quite 
possible that China and 
Hong Kong between them 
have sufficient resources 
and nerve to see their inter- 
vention througb. 

We see the first signs of a 
shift In economic orthodoxy, 
in the light of collapses in 
south-east Asia and Russia, 
in the new-found advocacy 
of capital controls by 
Professor Paul Krugman of 
tbe Massachusetts Institute 
of Technology. 

Observing the emergence 


of new economic theories to 
support the stable develop- 
ment of emerging markets 
will be one of the most inter- 
esting and important out- 
comes of the present deba- 
cle. 

It seems likely that Hong 
Kong will maintain its role 
as the test bed for workable 
ways of marrying western 
capital with developing 
country needs, even if its 
overstated reputation as a 
bastion of perfectly 
free markets has been 
tarnished. 


Giles Chance, 

South China Securities, 
2706 China World Tower, 
Beijing, 

China 


Delighted to be a subsidised passenger 


From Mr Martin B. Murphy. 

Sir. 1 find the view 
expressed by Paul Jones 
(Letters, August 25) regard- 
ing duty-free sales and ferry 
company profits rather self- 
ish. IBs figures concerning 
the "outrageous prices" 
charged, inter alia, by the 
cross-Channel ferry compa- 
nies are. from my own 


experience of prices charged 
by airlines compared with 
prices charged to members 
of ships' crews for duty-free 
wines, spirits etc, certainly 
correct 

However, these days I am 
a regular user of cross- 
Channel ferry services. As 
such, I have no objection 
whatsoever to the price of 


my ticket being subsidised 
by those less enlightened 
passengers who contribute 
to the profits of the ferry 
operators by making "duty- 
free" purchases! 


From MrS.7. Tsui. 

Sir. Keith -Wedmore 
(Letters. August 27) says 
committal proceedings in 
| England before examining 
magistrates are not secret 
and the defence may ask for 
there to be no pubHdty. 

The situation la more the 
other way around. While 
committal proceedings ara - 
open, media reporting is 
restricted by law to a tram- - 
ber of permitted details such 
as the name of the count I 
personal particulars of tine 
defendants and witnesses^* 
and the offences in the 
charges. The restrictions ^ 
may, however, be lifted by : 
the court on an application 
by the accused. 

Reporting restrictions are - 
there because committal pro- - 
ceedings are usually a very ': 
one-sided affair, with the - 
prosecution presenting what 
it has got to convince tbe 
court that there is a prime 
facie case against the 
accused. If full publicity is 
allowed, it may prejudice tin 
subsequent trial, particu- 
larly if the accused opts for 
the case to be heard by jury. 
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Martin B. Murphy, 

8, Weatherhill Road, 
Lindley, Huddersfield, 

W Yorkshire HD3 3LD, UK 


K. Y.Tsui, 

22 La Salle Road, ZB. 
Kowloon, Hong Kong 


UK’s national statistics better for rigorous quality control 


From Mr Stephen Permeck. 

Sir, John Kay’s analysis of 
statistics ("Would I rather be 
Henry VIII?", September 2) 
describes some of the peren- 
nial problems of allowing for 
quality change when mea- 
suring inflation and eco- 
nomic growth. And he’s 
right - it's not an easy job- 
But these problems are well 
known by tbe Office for 
National Statistics and tack- 
led in the statistics we pro- 
duce. 

Mr Kay does not acknowl- 
edge the substantial adjust- 
ments ONS makes for qual- 
ity improvements in 
compiling price indices. 


Details have been published 
in the Retail Price Index 
technical man ual, indeed, 
some experts claim that, 
across all items, consumer 
price indices tend to over- 
compensate for quality 
improvements and that, on 
balance, we underestimate, 
rather tban overestimate, 
price change. The basket of 
goods and services priced in 
the RP1 is reviewed annually 
so there is little difficulty 
with including new goods as 
they become important 
A considerable amount of 
care is given to quality 
adjustment In order to sim- 
plify the problem we do not 


make direct comparisons 
between consumption pat- 
terns for periods far apart - 
between the cost of candles 
and light bulbs, for instance. 
Instead the price changes 
are estimated for consecu- 
tive periods from a fixed bas- 
ket of goods and services 
appropriate to the periods 
being considered. So. to con- 
tinue our example, candles 
and light bulbs were priced 
side by side, with appropri- 
ate weights, for several 
years. Changes In prices and 
volumes between periods 
more distantly separated by 
time are then obtained by 
cumulating the short-term 


Stephen Penneck, 
director, national accounts 

division. 

National Statistics, 
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London SW1V 2QQ. UK 
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W hy Russia? 

Why should an 
economy that 
accounts for 
around 0.5 per cent of US 
trade send Wall Street into a 
selling panic? 

At first glance, it is a puz- 
zle and has been chalked up 
to market over-reaction. Or 
to the negative impact of the 
Russian crisis on other 
emerging economies. Or to 
political jitters as govern- 
ment tnrmoO grips a nuclear 
superpower. 

These forces did of course 
contribute to the fall in US 
stock prices. But there is a 
more direct parallel between 
the hapless Russian stock 
market - which has dropped 
to just 10 per cent of its peak 
value last October - and tbe 
mighty US one. The sad 
story of the rise and fall of 
Russian equities may teach 
an important lesson to US 
investors. 

When in 1993 and 1994 
Credit Suisse First Boston 
and other brokerage pio- 
neers began offering Russian 
equities to their clients, they 
billed them as a highly spec- 
ulative investment in an 
economy of tbe future. Rus- 
sia was a great story: it had 
a nascent democracy, a vast 
underserved consumer mar- 
ket, a wealth of natural 
resources, a proven scientific 
and research establishment 
and a highly educated work- 
force. With market reforms 
under way. it was certain in 
time to catch up with the 
world's prosperous econo- 
mies; investors who bought 
into Russian companies 
early on stood to reap very 
attractive returns along tbe 
way. Even today, all this 
might one day be true. 

But financ ial mar kets are 
Impatient They factor into 
today's prices developments 
that lie far in the future. 

, When in 1996 Boris Yeltsin, 
perceived in the west as the 
father of a democratic, capi- 
talist Russia, moved into the 
lead in his re-election cam- 
paign. the path toward mar- 
ket reforms lay clear and the 
Russian stock market took 
off. A 100 per cent increase 
in 1996 was followed by an 
even more dramatic leap in 
early 1997. Share prices of 
natural resource, telecom- 
munications and other 
blue-chip companies rock- 
eted as a matter of course; 
even second and third-tier 
industrial companies saw 
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There are distant but still disconcerting 
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intense investor Interest. 
Never mind that tbe compa- 
nies themselves were a mis- 
managed pile of rubble, or 
that the economy stubbornly 
refused to grow, or that the 
reform process became bog- 
ged down: investors were 
not buying the unappealing 
reality of the day hut the 
country's bright future. 

It would be considered a 
sacrilege in some circles to 
compare Russian stocks to 
Nasdaq shares. Nevertheless, 
the similarity between inves- 
tors’ valuations of America’s 
high-tech shares and Rus- 
sian stocks begs comparison. 
We have all heard how the 
Internet, for example, will in 
the future be the main venue 


stocks is an extreme case, 
but most' high-tech, com- 
puter and related "new econ- 
omy" shares are priced 
according to their expected 
future role. Even Microsoft 
is valued so hi ghly by the 
market not for its accom- 
plishments to date - undeni- 
able though they are - but 
for its do minant position in 
an industry expected to be 
crucial for the economy of 
the future. 

Of coarse, stock markets 
always reflect future expec- 
tations. The traditional way 
of looking at the price of a 
stock is as the discounted 
present value of the future 
dividend stream and other 
cashflows. But there is a 


Just as in Russia, US investors 
are discounting developments far 
in the future to support very 
high present stock valuations 


for retail sales, banking, tele- 
communications, informa- 
tion and entertainment That 
is why the share prices of 
Yahoo!, AOL, Amazon.com 
and scores of other internet- 
related companies without 
dividends, profits or a 
proven track record have 
been pushed into the strato- 
sphere during recent stock 
market rallies. Even now, 
despite this week's decline, 
they have stayed there, even 
though, without a leap of 
faith, their market capitalis- 
ation would he completely 
out of hue with their size or 
economic significance In 
today’s economy. 

The valuation of internet 


difference between discount- 
ing concrete predictable 
events over a finite time 
frame - cyclical movements, 
demographic changes, macro 
or microeconomic trends — 
and a nebulous open-ended 
exercise in futurology. 

As the great bull market of 
the 1990s gathered steam, US 
blue-chips have become 
increasingly caught up in a 
similar timewarp- While the 
European stock market rally 
this year has been based on 
tangible evidence of an 
accelerating economic recov- 
ery and expected medium- 
term benefits of monetary 
union. US blue chips are fee- 
ing a very different set of 


economic fundamentals: a 
mature recovery, tight 
labour markets and a long 
period of historically high 
rates of profits growth. 

As the near term became 
clouded, the market began to 
look further ahead. Long- 
term profit growth estimates 
have increased from around 
12 per cent a year in the 
early 1990s to 14 per cent a 
year. Justification, for such 
optimism, once again, is 
found in an economy of the 
future, where top US compa- 
nies will be able to sell their 
products in a single global 
marketplace, benefiting from 
their superior market posi- 
tion, resources and brand 
names, while also using the 
global economy to keep 
down production costs. 

Of course, there are huge 
differences between Russian 
companies and US high tech 
start-ups, to say nothing' of 
established multinationals. 
A Wall Street freefafi on tbe 
scale of a Russian debacle is 
not remotely likely: with no 
dividend payments and no 
real claim on assets by 
shareholders in Russia, there 
was no floor for Russian 
share prices once they 
started to slide. There is also 
the question of liquidity, at 
its peak, the Russian market 
had a total capitalisation of 
around SlOObn, a sum that 
flows into equity mutual 
funds in the US in a few' 
months. 

Nevertheless, just as in 
Russia, US investors are 
relying on discounting devel- 
opments far in the future to 
support very high present 
stock valuations. While the 
story that underlies both 
high-tech shares and blue 
chips may be very credible, 
the actual transition from 
the present to the future Is 
uncertain in both cases. 

In feet, as the Russian cri- 
sis rebounds back into Asia 
and sends shockwaves 
through Latin America and 
Eastern Europe, it becomes 
more and more likely that 
the emergence of a global 
economy may not be as 
seamless, but turn out to be 
an unpleasantly bumpy ride. 
The stock market behaviour 
over the past week suggests 
that U$ investors are 
starting to come to this 
conclusion. 


The author is president Of 
KAf AN FX Information 
Services, a consultancy- 
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aggregate movements - a 
process known as chaining 
For the RPI the length of the 
chain is one year - for the 
producer price index and 
gross domestic product the 
chain is around five years. 

Mr Kay raises real issues 
of concern for measuring 
inflation and growth, but he 
can be assured that the ONS 
works hard to take these fee- 
tors into account 
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Funding for 
the IMF 
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Lntin American finance ministers 
are meeting with the Interna- 
llrmnl Monetary Fund to discuss 
growing turmoil in emerging 
marJtets. But if one of them 
needed to caTi on the DIF's assis- 
tance. the fund would not have 
the wherewithal to help. This is 
hardly desirable at a time of 
extreme turbulence in global 
markets. Action i3 urgently 
needed in Washington to holster 
the fund's resources. 

The IMF's heavy spending on 
support for ruined Asian econo- 
mies has left its finances severely 
depleted. To assist Russia, it even 
had to summon up the long- 
dormant General Arrangements 
to Borrow (GAB), which can be 
called on only when the stability 
of the international monetary 
system is at risk. 

Yet the US Congress has been 
balking at a Clinton administra- 
tion request for the urgent 
release or SlSbn to enable the 
fund to fight further contagion. 
And Russia's collapse has cer- 
tainly made the task of overcom- 
ing Republican objections no 
easier. 

The Senate will approve the 
IMF's capital increase. The House 
is less certain. Speaker Newt 
Gingrich has been highly critical 
of the DIF’s role in Russia. This 
may just be political posturing - 
but the House could say no to 
more money. 

Congress is rightly concerned 
about the risk of moral hazard 
resulting from IMF bail-outs for 
irresponsible investors. However. 


Russia's default has rather 
reduced this fear investors there 
lost their shirts. The markets' 
stomach for risk has been 
shaken. The overriding danger 
now is not moral hazard, but 
global contagion. 

Colombia this week became the 
first Latin American country to 
devalue, and Venezuela's cur- 
rency is under enormous pres- 
sure from speculators. From its 
own reserves and emergency bor- 
rowing mechanism, the IMF 
could in theory bail oat Vene- 
zuela. But the $25bn or so it 
could scrape together would not 
be enough to save Brazil, a much 
bigger fish, if pressure to devalue 
the real became unbearable. 

The IMF can perform the role 
of international lender of last 
resort only imperfectly, and it 
cannot eliminate the confidence 
crises to whicb adjustable cur- 
rency pegs are prone. Its funds 
are limited, and available only in 
tranches with conditions. This is 
laborious in an emergency. 

But the IMF does have a vital 
role. It can help to smooth bal- 
ance or payments adjustment and 
support distressed currencies. 
For the US to refuse the IMF 
finance at this juncture would 
send a disastrous signal to world 
markets. Mr Gingrich and his col- 
leagues will not want to be 
responsible for a global financial 
collapse just before an election. 
They should approve the release 
of IMF funds now, and re-open a 
necessary debate on the IMF’s 
performance at a later date. 
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The proposal by South Korea’s 
five largest conglomerates, or 
chaebol, to combine troubled 
subsidiaries in seven industrial 
sectors suggests the country may 
at last be facing up to the urgent 
task of corpurate restructuring. 
However, on the basis of the 
sketchy information available, it 
is unclear that the planned mea- . 
sures will go far or fast enough. 
They might even prove a big step 
in the wrong direction. 

Korea's industrial structure 
1ms long been distorted by exten- 
sive duplication, caused by the 
chaebol's pell-mell diversification 
into identical businesses. The 
competitive casts were evident 
before the country’s economic 
crisis. Since it erupted, weak 
domestic demand, rising excess 
capacity and the chaebol 's grow- 
ing debt service problems have 
made swift surgery imperative. 

President Kim Dae-jung has 
urged the chaebol to rationalise 
by swapping assets, so os to spe- 
cialise in areas of strength. How- 
ever, their response is for less 
radical, envisaging consolidation 
through mergers of selected 
activities. Although some, such 
as semiconductors, have a rea- 
sonable competitive track record, 
others appear beyond commercial 
redemption. Given the chaebol's 
tri ball stic rivalry, talks on 
merger terms may take months. 
Even U they succeed, Knrean 
companies' ability to manage 
uint ventures remains unproven. 


It may be that the plan is 
envisaged as a stepping stone 
towards a wider realignment But 
Korea’s economic plight allows 
little room for half-measures. A 
gloomier possibility is that the 
chaebol view the asset reshuffle 
not as a way to reduce exposure 
to troubled businesses, but to 
keep their, fingers in as. many 
industrial pies as possible. 

The plan’s most worrying 
aspect is its failure clearly to 
acknowledge the need to close or 
cut back any erf the troubled bus! 
nesses. Instead, there are hints 
that it will pave the way for new 
investment and job creation. 
Given the parlous financial state 
of Korean industry, its poor pro- 
ductivity record and widespread 
over-manning, that looks like 
self-delusion. 

Korea's reluctance to contem 
plate large-scale redundancies 
deserves sympathy. Resistance 
among its notoriously militant 
trades unions remains strong, 
while the lack of state unemploy- 
ment benefits poses threats of 
political and social unrest For 
those reasons, any government 
aid for restructuring should he 
paid to displaced workers not to 
companies, as the chaebol want 

But far-reaching industrial 
adjustment remains indispens 
able to economic recovery. The 
government the chaebol and the 
unions need to recognise that 
delaying the process can only 
increase the eventual pain. 
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Superbug wars 





Vnxiety about the spread of 
uicrobcs resistant to antibiotics 
ms been increasing fast Next 
veck chief medical officers from 
he European Union meet in 
"-upenhageu to discuss the prob- 
em. And yesterday, the UK 
epartmeut of health issued 
uidelfnes for doctors, patients 
nd the general public. 

- The gradual development of 
uperbugs is. at one level, inevi- 
ibic. Hio more antibiotics are 
sed. the faster will microbes 
lapt by Dsirwiuian selection to 
-■come resistant to them, infect- 
ig other patients and passing 

,'ieir restetimee to other kinds of 
. KtoIk*. fVs the pharmaceutical 
, Jdustrj’s ability to develop new 
-■ugs has not kept pace, the pros- 
tLs b«T:in to look alarming. 

In the UK, for ev.tmple the inri- 
3icp of u form of food poisoning 
distant to antibiotics increased 
. Bhtlold between 19511 and 1996. 
orkiwide. tuberculosis is once 
.■sin starting to defy treatment 
•_ thn huger term, the UK report 
' Rgests tlw dire possibility of a 
-turn to Uw dark ages iu medi- 
»: the kiss of effective nntibint- 
■i could not only bring hack 
. runic diseases, but make it 
i possible to carry- out many 
orations such as transplants or 
. nt replacements. 

- >Yct even if the battle of the 

gs oiinnot ultimately be won,. 
~ mkind could greatly 
engthen its armoury. The most 
vious step would be to Use 


antibiotics more sparingly, both 
among humans and in animal 
husbandry. Unnecessary or incor- 
rect use merely gives the 
microbes a better chance of 
mutating into a resistant strain. 

At present consumer pressures 
and doctors' complaisance lead to 
the frequent prescription of anti- 
biotics for viral Infections which 
they cannot cure, such as many 
sore throats and colds. For other 
complaints such as cystitis in 
women, the course of treatment 
is often twice as long as is neces- 
sary. 

Then the routine use of certain 
antibiotics to promote growth in 
animals poses an increasing 
threat to humans. This is 
because resistance built up in 
animals may be transferred, mak- 
ing some hugs proof against med- 
icines used by humans. Use 
among animals therefore needs 
to he curbed. 

Meanwhile, Improved prescrip- 
tion practices, better hygiene and 
the spread of knowledge among 
patients could make a big impact, 
as was shown in the remarkable 
fight back against resistant 
strains of TB in New York during 
the last six years. 

Since bugs know no frontiers, 
the campaign must be interna- 
tional, And since.it raises big 
questions about education and 
the priorities of the pharmaceuti- 
cals industry, it needs a higher 
political profile. Next week's con- 
ference could be a good start. 


A backlash begins 

‘The free market system has failed and failed disastrously.’ Robert Chote discusses 
the Malaysian prime minister’s remarkable denunciation 


M ahathir Mohamad, 
Malaysia’s prime 
minister, can 
always be relied 
upon for entertainingly splenetic 
attacks on conventional eco- 
nomic wisdom. But recent turbu- 
lent events in world financial 
markets have meant his is no 
longer a lone voice. An anti- 
market backlash has begun. 

Policymakers and economists 
are increasingly questioning 
whether it is appropriate to 
impose a single model of 
Anglo-Saxon capitalism in coun- 
tries at very different stages of 
development Debate is focusing 
in particular on whether coun- 
tries should allow investment 
capital to flow unimpeded across 
their borders, as the IMF sug- 
gests they should. 

Of course, no one is proposing 
the re-introduction of central 
planning, even (if Victor Cherno- 
myrdin is to be believed) in Rus- 
sia. But anti-market backlash is 
more than just one or two special 
cases and is not confined to coun- 
tries -with an existing predehc- 
tion for interventionist policies. 
Even in economies that have 
been exemplars of the liberal cap- 
italist model - such as Hong 
Kong - policies are being imple- 
mented that make western tree- 
market economists throw their 
hands up in horror. 

The growing assertiveness of 
the anti-marketeers is typified by 
Dr Mahathir’s Imposition of capi- 
tal controls on the currency, the 
ringgit. The conversion into for- 
eign currency of ringgits held by 
non-residents is subject to the 
approval of the central bank. 
Trading in ringgit instruments 
by offshore banks is banned. 
Malaysian banks may not offer 
domestic credit facilities to non- 
resident banks or stockbrokers. 
All sellers of Malaysian securities 
held for less than a year have to 
retain their ringgit proceeds for 
another year. 

In effect these measures have 
withdrawn the ringgit from the 
international financial system. 
As governments in emerging 
market countries across the 
globe become increasingly weary 
of the economic dislocation 
caused by footloose capital flows, 
investors are understandably ner- 
vous that others will follow suit 
'In this environment, you are 
going to see more policymakers 
considering capital controls", 
says Avinash Persaud, head of 
currency research at J.P. Morgan 
in London. “This will feed the 
risk aversion we are seeing in 
markets, because people will say: 
‘Here is a rid I can’t quantify; 
one which is primarily political 
rather than economic.’ ” 

This political dimension is evi- 
dent in Malaysia. A day after 
imposing capital controls. Dr 
Mahathir sacked Anwar Ibrahim, 
his liberal finance minister and 
deputy. Together with Ahmad 
Mohamad Don. the central bank 
governor who resigned last week. 
Mr Anwar had reassured inves- 
tors with his orthodox pro- 
market views and willingness to 
impose tough monetary and fis- 
cal policies. 

Given Dr Mahathir’s 
long-standing distrust of the 
“jungle of ferocious beasts", as 
be described the global capital 
markets last year, an anti-market 
backlash there was always on the 
cards. Less predictable were 
events in Hong Kong, where the 
government last week tried to 
deter speculation against its cur- 
rency peg by purchasing an esti- 
mated $i5bn of shares on the 
Hong Kong stock market 
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Banking giant HSBC Holdings 
says the Hong Kong Monetary 
Authority now holds almost 9 per 
cent of its equity. The HKMA 
refuses to disdose its stake in 
other Hang Seng stocks, but bro- 
ker Indosuez W I Carr Securities 
estimates that It owns 7 per cent 
of Hongkong Telecom, 7 per cent 
of Hutchison Whampoa, 9 per 
cent of Cheung Kong (Holdings), 
and II per cent of Swire Pacific 
Holdings, which controls airline 
Cathay Pacific. 

This partial nationalisation of 
the Hang Kong economy horrifies 
even some of its stoutest defend- 
ers. Milton Friedman, the Nobel 
prizewinner and doyen at free- 
market economists, once said 
that "to see how the free market 
really works, Hong Kong is the 
place to go". In an interview yes- 
terday he described last week's 
share buying spree as “insane". 

“Hong Kong spent years build- 
ing up a well -deserved reputation 
for being a society in which mar- 
kets are allowed to operate freely 
and the government stays out,” 
Professor Friedman said. This 
helped provide confidence in the 
currency peg. “But once the 
Hong Kong government starts 
messing with the stock market 
all bets are off." 

Leaving aside the question of 
ideological soundness, the mone- 
tary authority’s tactics are ques- 
tionable. As Shou-Kang Li. of 
Deutsche Bank in Hong Kong, 
argues: “Intervention has done 
little more than expose the gov- 
ernment's pain threshold". 

This can be dangerous when a 
government is attempting to 
defend a currency peg. As the 
collapse of the European 
exchange rate nutehanism in 19 9 ? . 
and 1993 demonstrated, specula- 
tors smell blood when govern- 
ments signal that they are 
unwilling to pay the cost to the 
real economy of defending an 
exchange rate peg. As a currency 
board, the Hong Kong dollar peg 


Is much stronger than those of 
the ERM. But in the end the 
same principle applies. 

Whatever the economic justifi- 
cation, one factor which recent 
events in Malaysia and Hong 
Kong have In common Is a deep- 
seated frustration and annoyance 
among policymakers at the 
aggressive tactics of highly lever- 
aged hedge funds. 

In Hong Kong hedge funds - 


'You are going 
to see more 
policymakers 
considering 
capital controls 1 


reportedly led by a certain 
George Soros - have profited by 
borrowing shares and selling 
them on the assumption that 
their price will fan before they 
have to be returned. This foil in 
share prices is then engineered 
by selling Hong Kong dollars, 
which under the currency board 
system produces an automatic 
rise in interest rates. 

As part of the anti-market 
backlash, hedge funds are being 
demonised in much the same 
way that Britain’s government 
blamed the “gnomes of Zurich" 
for its balance of payments crises 
in the 1960s. 

Hedge funds can indeed cause 
disruption and contributed signif- 
icantly to Monday’s plunge on 
Wall Street But they are small in 
comparison to other players and 
rarely prompt other investors to 
follow their lead. 

Nonetheless, the attacks on 
them - and the way in which 
these attacks have gone hand in 
hand with wider market inter- 
vention - show how far the 
debate about the wisdom of 


unimpeded capital flows has 
moved since 1996, when the for- 
mer UK chancellor Kenneth 
Clarke proposed that the IMF 
should amend its articles of 
agreement to encourage the liber- 
alisation of capital flows. He also 
argued that the institution 
should have formal jurisdiction 
over them. 

The IMF was all for this Idea, 
although in the light of the Asian 
financial crisis last year it began 
talking about the importance of 
“orderly" liberalisation, empha- 
sising that countries should not 
be forced to abandon capital con- 
trols until their domestic finan- 
cial systems were ready to cope. 
Following Malaysia's move the 
Fund is likely to find itself much 
more on the defensive when its 
annual meeting gets under way 
early next month. 

The debate has become more 
highly charged as “respectable" 
economic opinion has swung 
behind the case for capital con- 
trols. Most recently Paul Krug- 
mao. prolific professor at the 
Massachusetts Institute of Tech- 
nology. has joined the chorus. 
Writing in Fortune magazine be 
argued that the failure of the 
IMF’s Plan A in the crisis econo- 
mies necessitated the adoption of 
Plan B: exchange controls. 

Exchange controls require 
exporters to sell foreign currency 
earnings to the government at a 
fixed exchange rate, at which 
that currency is then sold for 
approved payments to foreigners 
- normally basic imports and 
debt service. Other foreign 
exchange transactions may be 
illegal or forced into a parallel 
market. Either way this means 
that the country can reduce 
domestic Interest rates without 
worrying about a plunge in the 
currency. China and India have 
followed this path and been hurt 
much less by the market turmoil 
than others. 

Malaysia exploited this room 


for manoeuvre yesterday, cutting 
Interest rates following its first 
recession in 17 years. 

Prof Kingman welcomed Mal- 
aysia’s decision to take his 
advice, but warned that capital 
controls could only be a stopgap 
measure to give breathing space 
for reform. He noted that the eco- 
nomic distortions created by the 
controls would grow over time. 
The controls should not be used 
to defend an overvalued currency 
or "to prove points about the 
soundness of the pre-crisis econ- 
omy. or about tbe wickedness of 
hedge funds, or anything else". 

The IMF. not surprisingly, has 
been less enthusiastic about the 
Malaysian action. But if it is to 
stop many other countries follow- 
ing Malaysia’s example inappro- 
priately. it will have to argue tbe 
case for liberalised capital with 
greater vigour. 

And there is a strong case to 
argue. The theoretical rationale 
for free capital flows is more 
ambiguous than that for free 
trade in goods and services, but 
similar principles apply. Liberal- 
isation allows capital to flow to 
where it can be used most effec- 
tively, promoting increased 
investment, faster economic 
growth and better standards of 
living In recipient countries. For 
investors in capital exporting 
nations it offers higher returns 
and diversification of risks. 

Recent events have exposed the 
dangers of capital flows, espe- 
cially in countries with 
adjustable-peg exchange rates 
and weak financial systems. But 
this hardly seems to justify a 
broader loss of faith in free mar- 
kets: after all. current account 
convertibility seemed just as 
risky in the 1940s as free flows of 
capital do now. Yet in tbe years 
that followed it proved an engine 
for unprecedented world growth. 
Handled carefully, capital- 
account convertibility could do 
the same now. 
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Inattention 
to detail 

Ec&nomics professor Yoko 
Sasanami was a surprise choice 
to head the committee charged 
with judging which Japanese 
banks should be bated out with 
public funds. It is rare for a 
woman - let alone a woman old 
enough to be a grandmother with 
no experience of banking - to 
get such a stellar position in 
Japan’s financial firmament 
At the time, government 
officiate argued that Sasanami’s 
odd peefigree was a plus: unlike 
most middle-aged mate bankers, 
she was untainted by even a hint 
of financial scandal 
But the official line appears to 
have backfired. As the row over 
Japanese banks' bad loans - 
and the use oi public funds to 
rescue them - rolls on, Sasanami 
was this week hauled before 
parfement to give her view on 
the matter. 

Did she understand, she was 
asked, the financial pfight of the 
banks she had handed Yi,800bn 
to this spring? What about long 
Term Credit Bank, for 
example, and the whopping 
Injection of public money ft 
received? 

Unabashed, she cheertufiy 
admitted that her committee’s 
knowledge of bankmg detafts 
was a bit thin: apparently they 
didn’t feel the need to cofiect 
much information on ftfividual 
banks and their creditworthiness. 


After an, she said, they were 
keeping the big picture firmly in 
their sights and focusing on the 
"entire financial system". 

No point in cluttering the place 
with a lot of messy detail. 

Shelf life 

Safeway’s “Superior Service” 
customer care programme isn't 
checking out with the workers. A 
dozen employees in Martinez, 
Cafifomia, have filed formal 
grievances. 

The trouble is that the “smile 
and make eye-contact" rule has 
caused some shoppers to 
mistake friendliness with flirting. 
One woman worker claims she 
hid in the back room from 
shoppers who harassed her and 
followed her to the car park. 
Female employees reckon they 
should be left to decide which 
men they smfle at and open 
doors for. 

The policy - which also tells 
staff to anticipate shoppers' 
needs, fetch items, suggest 
purchases and thank them by 
name when they pay by credit 
cad or cheque - isn't new. But 
Safeway has stepped up the 
pressure this year, using 
undercover tappers and 
threatening dfcsdpfinary action 
and "re-education”. The staff 
union has complained to the 

National Labour Relations Board 
that the whole thing was illegally 
Imposed. 

Perhaps the trouble is that 
decades of frosty service have 


left the great American shopper 
unable to cope with friendly, 
helpfUl supermarkets. Maybe 
everyone needs re-educating. 

Wizard in Oz 

Sergei Kiriyenko is keeping well 
away from Moscow's malaise, 
less than two weeks after his 
short reign as Russian prime 
minister came to an abrupt end. 

Yesterday, he was sightseeing 
in Sydney with family and 
friends, after spending 
Wednesday night on a dinner 
cruise in the harbour. Asked 
about events back home, he said 
no one in the Kremlin could take 
the tough decisions. 

Next stop is scuba-diving off 
Queensland before going on to 
rugged New Zealand. One of the 
revetting Russians said Kiriyenko 
had chosen Down Under tor a 
holiday because it was “about as 
for away from Russia as he could 
possibly go". 

Doesn’t sound like a tough 
decision. 


Sing out 


The campaign to make Puerto 
Rico the 51st state of the US is 
off to a toe-tapping start, with 
the song “Cup of Life" making 
rallies go with a swing. Shame 
that no one thought to ask 
permission to use ft. 

Puerto Rican Ricky Martin sang 
the song before toe World Cup 
Final In Paris In July - a game in 
which neither Puerto Rico nor the 


US were involved - and it has 
since been adopted by 
campaigners for US statehood in 
a December plebiscite. But 
Pedro Rosseilo. Puerto Rico’s 
pro-statehood governor, says 
Wamer-Chapeil Music has told 
him to stop using the song _ 
without permission; song writer 
Robi Rosa, co-owner of the 
rights, has said he is unhappy 
wrto Rosseilo using toe song in 
the campaign. 

The governor can’t see the 
problem, “if you buy a disc, you 
have a right to play ft," he 
argues. 

Try telling that to the 
international music industry. 

The Big Sleep 

Tough day yesterday for Joe 
Lockhart, on his first foreign trip 
as White House press secretary 
designate. The man who steps 
into Mike McCurry’s big shoes 
this autumn over-slept and 
missed the early mom frig 
departure of Air Force One from 
Moscow to Belfast 

The slumbering Lockhart 
stirred just in time to catch toe 
White House support plane and, 
during the flight to Northern 
Ireland, had time to prepare a 
contrite statement He told 
reporters: “I take responsibility 
for my own actions, i deeply 
regret It I’m dealing with the 
people I hurt the most I’d have 
nothing further to say about it" 

Now doesn’t that sound 
familiar? 


50 years ago 

Big French Crisis 
Paris, Sept 3. After a three-day 
effort. Popular Republican 
leader M. Robert Sc human 
to-day gave up his attempt to 
form a new French 
Government to replace that 
led by Radical M. Andre Marie. 
“I have not found the 
co-operation necessary for 
fulfilling the conditions of 
effective government," he 
declared. To-night President 
Vincent Aurioi renewed his 
search for a new Premier, and 
In an increasingly grave 
political situation, conferred for 
an hour with Socialist leader 
M. Leon Blum. With the crisis 
still unresolved, France having 
been without a Government 
for seven days, there was 
increasing talk to-day of 
dissolving the National 
Assembly and of holding 
general elections. The final 
blow to M. Schuman’s efforts 
came when he offered without 
toe key post of Minister of the 
interior to M. Francois 
Mrtterand. 

Dutch Empire Revision 
Amsterdam, Sept 3. The First 
Chamber has passed, with 37 
to 11 votes, the Bin providing 
for revision of the Dutch 
(institution. The BID, which 
now becomes law, is for a 
new poetical structure of the 
Dutch Empire. 
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Conglomerate pile-up 


Net so much a big bang as a big 
smokescreen. The mergers announced 
yesterday by South Korea's chaebol may, 
eventually, lump some similar busi- 
nesses together. But the drawbacks are 
well illustrated by the proposal to merge 
Hyundai Electronics with LG Semi con. 
Even if the deal is consummated, it does 
not amount to a refocusing of each con- 
glomerate's activity. Nor is it dear who 
would control the new amalgam and so 
bear responsibility for the crucial cutting 
of capacity. 

The trouble with the joint venture 
approach is that it leaves the chaebol 
with their fingers in the same number of 
pies. It would be better for each to play 
to its strengths, using asset swaps to 
consolidate leadership in a narrower 
range of businesses and to withdraw 
from others. On this basis it would have 
been for healthier to see LG hand its 
semiconductor business to industry 
leader Samsung, Hyundai pass petro- 
chemicals to LG and Samsung transfer 
cars to Hyundai. Evidence is sorely 
needed that the chaebol are willing to go 
in for empire trimming. 

But surely putting numbers two and 
three together in semiconductors has 
some merit? Only If the stronger man , 
agement team - hard to Identify in a 
joint venture - is able to close plant. So 
for that approach has been stalled by 
labour protests. A further risk is that the 
new entity, with debts estimated at 
$12bn, remains too big for Its banks to 
discipline and that losses mount as it 
tries to muddle through. Even where 
ownership and control issues seem 
solved, as in Hyundai Oil's takeover of 
Hanwha Ensgy. foreign Investors must 
be convinced capacity is being cut before 
throwing in more money. 

US airlines 

America’s airlines are having a torrid 
summer. Since mid- July, the six big car- 
riers* shares have tumbled by a third or 
more, twice the decline of the stock mar , 
ket. Weakness in Asia, worries about 
slower growth at home and a bitter 
pilots’ strike at Northwest Airlines are 
behind the rout. 

At first sight, this looks overdone. 
Load factors actually ticked up to a very 
healthy 75 per cent in July and August. 
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Yields are rising too, although driven by 
fewer discounts rather than higher 
prices. Most analysts still think the 
industry will match or beet last year's 
record net profits of $4£bn. Admittedly. 
1999 earnings are expected to be only 
flat, but price/earnings ratios of six to 
nine times look ridiculously low. even 
for such a cyclical sector. 

Clearly, investors still mistrust the air- 
lines in a downturn. They may have a 
point. Capacity growth is expected to 
creep back above long-term traffic 
growth of 8 per cent over the next two 
years. The Northwest strike shows rising 
labour costs are back on the agenda. It 
may even slow consolidation. With daily 
losses of flOm and net debt (including 
leases) of twice Its 42.71m market capital- 
isation, can Northwest still afford $6Q0m 
for a stake in Continental? Moat impor- 
tantly, if the US slowdown toms into a 
recession, earnings will tumble and 
today's valuations will no longer look as 
silly. For now, caution looks sensible. 

Clariant 

The euphoria surrounding Clariant is 
over. Earlier this year, it seemed to offer 
investors the dream ticket of growth in 
speciality chemicals and a good restruct- 
uring story. But the Asia effect is finally 
taking its tolL Given the state of its 
markets and recent bad news bum Ciba 
Speciality Chemicals, Clariant's own 
half-year numbers looked robust. The 
absorption of the Hoechst business Is on 
track and margins are rising. Clariant’s 


three-year cost reduction programme 
s ho u ld continue to un der pin earning s. 

The question Is how much of those 
savings win have to be passed cm to 
customers through lower prices. Ana- 
lysts had hoped Clariant could hang oh 
to at least half of them. That now lodes 
overly optimistic. ‘ given that the com- 
pany expects pricing pressure to con- 
tinue Into 1999. Furthermore, it does not 
look as though there will be much sup- 
port to earnings from turnover growth, 
as the iwpm*t from the Asia crisis feeds 
through into the European and US econ- 
omies. Throw in some pain from a 
strengthened Swiss franc, and the com- 
pany’s cautious tone is justified. . Pledges 
ol double-digit net income growth for 
1998 are hardly exciting when some fore- 
casts have been as high as 20 per cent 

The share price fell means the com- 
pany h a yt lost wmrih Of its gr OPhCP tO 
European rivals. This might seem harsh, 
but there Is still too much uncertainty 
surrounding its main markets for inves- 
tors to be tempted back in yet 

Hitachi 

Rarely can a company have been fight- 
ing on so many fronts. Tntarfii , fad jg its 
first net losses, has been brought low by 
a crushing combination of Japan’s prob- . 
lems and the global collapse in semicon- 
ductor and electronics prices. The latter 
is the real horror and the surprise Is that 
Hitachi and its peas have not revealed 
the pain sooner. One concern is that 
Hitachi’s restructuring does not go Car 
enough. Another is that its efforts to 
ease the Industry's overcapacity win not 
be matched by rivals. Hitachi is closing a 
semiconductor assembly plant in the US, 
Siemens has offered up its sacrificial 
lamb, bat other industry leaders have 
p refer red to take production “holidays" 
rather than close plant. No closures seem 
to be expected from the planned merger 
of Hyundai Electronics and LG Semican, 
for Instating- The industry is irnlflraly to 
be bailed out by strong demand any time 
soon, so further bad news looks inevita- 
ble. 

Against this worrying background, 
Hitachi's plans to cut 4,000 jobs, only 6 
per cent of its workforce - thoug h under- 
standable from a political perspective - 
could well prove too timid. 


moves 



By Stephen Hdtar and 
John Moray Brows fa Bettwt 

The peace process in Northern . 
Ireland received another boost yes- 
terday as US president Bfil CUnton 
used a historic visit to the province: 
to urge its parties to seize the oppor- 
tunity for further substantial prog- 
ress. 

Mr Clinton said recent achieve- 
ments after three decades of blood- 
shed had been "a magic thing to see 
unfold”. 1 - - 

“America- is with you. The entire 
world is with you. May God be with, 
you and give you strength tor the 
good work ahead," - Mr Clinton said 
on his second visit to the province in. 
three years. 

His visit follows an intense diplo- 
matic effort to restore public, confi- 
dence in the peace process after the 
Omagh bomb which killed 28 people 
and injured more than 200. 

In an encouraging sign yesterday, 
unionist officials said that David 
Trimble.. Northern Ireland’s chief 
minister, was likely to agree to 
face-to-face contact with Gerry 
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Europe today 

South-west Scandinavia wiR have 
some rain but elsewhere ft stay 
dry. Rain in central Europ may ban 
thundery before clearing but west- 
ern Europe will then become wet 
The Iberian Peninsula will have 
light ruin n the north-west and 
showers elsewhere in the north, 
but other areas w2l be dry and 
sunny. The Mediterranean wffi be 
warm and mostly sunny but there 
w# be heavy showers In the 
Balkans and in northern Italy and 
Greece, some thundery. 

Five-day forecast 

Scandinavia wffl continue mostly 
dry but there wtfl be outbreaks of 
rain in the south. Norm-west 
Europe wW become wet and 
windy. Rain in western Europe will 
move Into central and eastern 
regions over the weekend and wB 
be thundery In places. The 

Mediterranean win continue warm 
and sunny but there win be show- 
ers to the Adriatic. 
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Adams, the Sum F§in president, as 
eatiy as next "week. A meeting of all 
the.party leaders is-ptamiaf forMon- 
jtlay. 

The meeting would follow ; Mr 
Adams’s statement this week that 
“violence must be a thing of the 
past” and ff™- Ffiln's .appointment 
of its chief negotiator, Martin 
McQuinness. as a liaison, with the 
-IRA over arms decommissioning. 

Unionist politicians pointed out 
such a mnnting would be only the 
first step In the procesatifTecbncdia- 
tion- Mr Trimble's aides say his 
Ulster. Unionist party is still looking 
for "verifiable'’ progress on IRA dis- 
armament before it would- fake its 
seat whh Sinn FfenFtirahy executive 
to run Northern Ireland. 

in the first of two speeches sched- 
uled for yesterday. Mr Clinton 
praised "the words and actions of 
your leaders this- week and their 
willingness to meet" " as “hopeful 
reflections of the spirit of courage 
and reconciliation that must 
embrace all the citizens”. . .. 

He arrived in Northern Ireland 
from Moscow yesterday morning. 


meeting represen t atives of all the 
main parties in the assembly at Stor- 
mont Castle. Mr Clinton spoke at 
length to Mr Trimble and spent up 
to 15 n i i T in iH« with Mr Adams. US 
officials said Mr Clinton congratu- 
lated Mr Adams for his statement 
this week.. . 

■ Mike McCurry, White House 
spokesman, said Tony Blair, UK 
prime minister, asked Mr Clinton to 
act to choke off any sources of 
flwnnrp in the US "for fringe ele- 
ments who are not part of the peace 
process”. - 

"Obviously, the breakaway splin- 
ter factions of the IRA do have some 
support and we agreed that If we can 
identify and -locate and isolate and 
eradicate those sources of support in 
the United States, we would obvi- 
ously want to do that,” he said. 

Mr Clinton’s visit was met with 
less euphoria than when he last vis- 
ited the province In 1995. But he 
pledged to help small businesses and 
hack further trade and investment 
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Korean groups 
in wake of government 


mergers 


By John Burton in Seoul 


South - Korea’s top five 
conglomerates, or chaebol, yesterday 
launched a series of industrial merg- 
ers in response to government 
demands to consolidate their weak- 
est businesses. 

The unprecedented restructuring 
across seven sectors comes as South 
Korea struggles with Its worst slump 
since the 1950s. 

The most significant deal was a 
proposed merger between Hyundai 
Electronics and LG Semico u. the 
lossmaking chip producers, although 
further talks remain on equity 
stakes In the venture. 

The new company would rival 
Korea's Samsung Electronics, the 
world's biggest producer of memory 
chips. 

The merger would probably lead 
to the cancellation of one bf the two 
chip plants that. . Hyundai and LG 
were planning to build in the UK. 

Hyundai's plant in Scotland has 
already been indefinitely postponed, 
while construction of the LG facility 
in Wales has been delayed until next 


year because of a drop in global 
prices for memory chips. . - 

Analysts were cautious whether 
the restructuring would improve 
Korea’s competitlvenesa as details 
were sketchy for most of the deals, 
which might - taka months to con- 
clude. . 

"We know- nothing about cuts in 
excess production capacity, which is 
Korea's central problem,” said Rich- 
ard Samuelson, branch manager for 
Warburg Dillon Reed in Seoul. 

Hyundai and Samsung will merge 
their, troubled petrochemicals units, 

while marginal chaeb ol businesses 

in aerospace, oil refining, power 
generation equipment, ship engines 
and rolling stock will also be consoli- 
dated. ' 

The Federation for Korean Indus- 
tries, which represents big business, 
said the deals would cut 
WonSOhOObn (gl5bn) in overlapping 
investments over the next five years, 
reduce production costs by 10 per 
cent, and raise export prices by 10 
par cent because of less competition 
among the groups. 

The chaebol also hope to attract 


up to $i0bn from foreign investors 
over the next year to support the 
new ventures. 

Analysts said that a number of 
issues needed to be solved for the 
mergers to proceed. Including the 
sharing of high debt burdens. Man- 
agement of the new companies 
might also prove difficult because of 
the strong corporate cultures and 
traditional fierce competition among 
the chaeboL 

The chaebol have asked the gov- 
ernment to provide financial aid for 
the restructuring, including ordering 
banks to write off debts and convert 
loans into equity stakes. 

Another round of consolidation is 
expected in the Korean car industry, 
which is also suffering from severe 
overcapacity, once the fate of the 
bankrupt Kla Motors is decided. The 
international auction of Kia was can- 
celled this week because of low bids 
and demands for debt write-offs that 
creditor banks rejected. 

‘Excessive' competition, Page 14 
Chaebol give ground, Page 14 
Edtorial comment, Page 11 





AB AIRLINES AND BOEING, 
rr ALL ADDS UP TO SUCCESS. 

IMS bn pamd m in 4 mBritaae ta-du Hw)> efAB Aofcra «od Baefcig.k with n* ootai'SoBiMa on Ac limdnu Siodt 
Burfungc - Only tbt iccoad US Mriteirm fa ery to lrwr duac »- IMS ito Backed t&r aMuea of bar we* dadukm w ota mu 
BKM* -'to n*w Ac* tad EsSae bnber aqaniceinc tanada ttny yet igm - Far Boring, to U&m atari mu&tuftr to rire 
■wH - Wb Sr * ne» Bodag 737 - TOO acnS.«U in opiaa an a taker fiw - MiUag «#» die mri nuritt rf737 

flgnfr ontatd todmr~ ft gAmortTWirfer batfe conq im> i Micqtemon 


/// 




l. 


FIRST FOR VALUE 


fir totarHomafem cri betaebri 08004 vs nr 


Gicwick - Stansted - Birmingham - Shannon - Lisbon - Berlin - Ni« 
















13 


’ * ' / *c, • ^ 








SINGLESOURCE 


Carolina 

^miLDERS^ 

YOUR FASTENERS 

wum/UiAur&s - JUSMH-rmm 
omeeMKHMm 

OBCISXM MAKERS CALL- 
(0121)5364688 

NE1/LEFOLDS 

r 

1 rllNAINLIAJL lUVUbb - — ■ 

COMPANIES & MARKETS 

©TWTOMicttLtaeiflmHitsw FRIDAY SEPTEMBER 4 1998 Week 38 


***■'' rtir- ^Vv;’ 
»*** ;* ,... 

1 *. ~ >» '.'••V7rt«?. •;!*,' iti; . , 


l '*r- 


WU.tttt3* lv>- 

i'J**.' *«** 

*f. ># * * :*iVi«, > ,* Hi 
**c **i*-«. **-.- 

t 

*eM, lf ,„ 

4 q.,| 
*z?a. >> |1 * V''.t.;.v. . -» .*. 

'•¥ i-+. z*r.. \ •»,_.- 

»V. «■* .* * >. *, • j. 

frrt. ' W g- *i,w» *>. 4.-.. 
~ T’***-* »T.;-'V,V;,.,- 

** v^*''^>v •-» }>; i .- .-. 

.'■*■ » o/j- 
«•. ■ * >*5-*r .*_ : .sa* ■***,# ■«. , 
5? 

*:»•>.• n** *. ’«?•• 

tivr-Ao-T..- A**- » 
jft?.* a,-.?- .,. 

«&•** fM-ll flV.' ?>.«r 
-•• '3'-« , i*‘. ' «»' :, • ^ ? ; 

'-*f >*ty;~. --.X !'4-%- 
lliafii.st; ; rf ,.•„ 

j9r iM| 

vt •. ,. 


•** 


*e 



tfNHfc.-. 

**»*» i 


!i«r. 



s pian mergers 
►eminent call 


,' !, SS. -Ss-iji* > -;. 'c ■• • .• 

l**^H-.*q*, • -" 

vi . ;••' - 
.:-=Li ■.---.- 

^SnpLiww**- f • 

V* ' T *f • • 

i; . --- -; • • 

jfe" r«p4 ■■••' V;- “ -• . ' ' 

Sv--. l j\. .V . *. 

' . j^gfi r-Si 4 v ' : -g';-r. !:*/•■'■• 

I, ■ i.e'»riw..fci • J.yiV -•»■ ; *'• 

S S?S=-^., • 

i >&* »• - s'H 1 *=''• i' - 

ji. ii*: -w •-.-■rfi 

j rtrtrv **"?Vv t 

i-F if^V r .■■'■ »■•■■ 

:^>iSitrr- ;«*=s 

: i • h ,J * 5 r ;*■ ■•-=•, <y ‘ 

•if*- . —-■* li&nz f- • 

•fjiAjrfw,'’ Tc.; 

I- V . 

-‘T'-A-Vi.' .•• -r “:t 

'-!■./< “■* . ■ ■' * 

=-• ? - 

*• ; r >.;■< >- -^-r -.•• ! * • ■- ' 

^ .'. •' 


INSIDE 

) Unisource considers options 

after AT&T quits partnership 

Unteource, the pan- European tetecoms 
1 consoitiijm, is discussing options for Its main 
1 operating subsidiary. Unisource Carrier Services 
(UCS), after AT&Ps decision to leave the part- 
nership. Page 15 

Guyana timber sector seeks state aid 

Guyana's timber export 
sector, which has 
become increasingly 
valuable to the econ- 
omy, is struggling to 
retain markets and 
keep overseas inves- 
tors. The Industry has 
asked the government 
of Janet Jagan (left) for 
a Si 00m boost and the 
establishment of a free 
trade zone. They also 
s'.' want duty free concessions for spare parts and 
"J„ j„v 1 fuel, and a reduction In the fees charged by the 
, Forestry Commission. Commodit i es, Page 24 

Sales dip hits restaurants and pubs 

^ Britain's pub and restaurant groups are expec- 
ted to report a downturn in trading concfitions 
this month, following a sharp fan in food sales 
over the summer. Bad weather and the strong 
^ pound's impact on tourism has led to a 9.4 per 
cent dfo in food sales. Page 18 

Fidelity Magellan in ad campaign 

Ignoring turbulent stock 
markets, Peter Lynch 
(left), the legendary 
fund manager who 
stewed Rdeflty’s 
Magellan fond to its 
position as the largest 
US open-ended fund, 
launched Fldefity’s 
most ambitious adver- 
tising campaign. Mr 
Lyndi stuck made 
dear that he was not 

alarmed by the recent sharp faBs In the market, 
and that the long-term link between share 
prices and profits would remain. Page 15 

LME takes action an copper anomaly 

The London Metal Exchange announced a 
scheme to "cap" the amount of copper that 
could go info its authorised warehouses in the 
west of the US, so correcting a distortion to its 
copper market that has been hitting European 
consumers hard. Commodities, Page 24 

Casablanca bucks market trend 

While most Middle East markets have taken a 
beating in the emerging markets crisis, the 
Casablanca bourse's composite Index has risen 
30 per cent In dollar terms this year, fuelled 
both by local buying and tow interest rates. 
Capital Markets, Page 22 
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JAPAN’S BIGGEST ELECTRONICS COMPANY TO CUT JOBS AND EXECUTIVE PAY AND WITHDRAW FROM UNPROFITABLE BUSINESSES 


Hitachi faces first net loss in 50 years 


By Alexandra Harney in Tokyo 

Shares in Hitachi, Japan’s 
biggest electronics company, 
tumbled 7 per cent yesterday 
after the group warned it 
would suffer Its worst finan- 
cial performance for more than 
50 years. 

The group also announced a 
sweeping restructuring, 
including job losses, executive 
pay cuts and the withdrawal 
from unprofitable businesses. 

Hitachi forecast its first-ever 
net losses of Y250bn (JLTBbn) 
in the year to next March, 


blaming lower sales resulting 
from the collapse in semi- 
conductor and electronics 
prices, as well as extraordi- 
nary losses from res t ructu r ing 
costs and devaluation erf stock 
holdings. 

The revised forecast com- 
pares with the company's esti- 
mate in May that this year's 
profits would reach Y40bn. 
Losses for the first six months 
are expected to be YISOfan, on 
turnover of Y3,890bn. 

Earlier this week, Hitachi 
announced it would close a 
semiconductor assembly plant 


in the US and merge Hitachi 
Semiconductor and Hitachi 
Micro Systems, its two US 
semiconductor companies. The 
group has more than 60 subsid- 
iaries In Japan and overseas. 

The restructuring 
announced yesterday would 
reorganise management and 
production in nearly every 
division. The group aims to cut 
costs by Yl40bn by March 2000 
and return its consumer elec- 
tronics and semiconductor 
operations to profit in the next 
two years. 

Hitachi would also cut <M»0 


jobs, or 6 per cent of its work- 
force. this year. Executive pay- 
rolls would be slashed an esti- 
mated 40 per cent, and capital 
expenditure for this year 
would be suspended. The 
group also said it would not 
pay an interim dividend. 

“There is not enough work 
for the employees at our head 
offices, particularly in power 
systems, consumer electronics 
and semiconductors divisions," 
said Yosbiki Vagi, chief finan- 
cial officer. 

The information and elec- 
tronics division was expected 


to account for between Y70bn 
and Y80bn of this year's losses. 
The group also expected to 
record Y2bn in losses from its 
consumer electronics division. 
Sales would be down 6 per 
cent, from Y8.4i7bn to 
Y7^a0bn. 

Tsutomu Kanai, Hitachi 
president, said: “Prices fell 
rapidly across the market The 
last four to five years, condi- 
tions in the market have 
become much more diffi- 
cult . . .we delayed too long in 
our response to the increased 
competition." 


Mr Kanai said the group 
planned to continue Us previ- 
ous efforts to raise sales and 
trim costs, and focus on devel- 
oping information technology 
products. These efforts could 
include withdrawal from cer- 
tain markets, as well as merg- 
ers and tie-ups with other com- 
panies, he said. 

Shares in Hitachi have 
plunged more than 20 per cent 
since the beginning of August 
and yesterday closed down 7 
per cent at Y706. 

Lax, Paga 12 


Russian contagion 
spreads to investment 
banks’ core activities 

Bond issues, syndicated loans and IPOs hit by 
turmoil, say William Lewis and Edward Luce 


i nternational wnH other 
financial groups have 
reported losses suffered in 
Russia of almost $9bn in 
recent days. But much worse 
could be in store as the 
knock-on effect of Russia’s 
devaluation and other emerg- 
ing market turmoil looks 
likely to dent investment haulr 
revenues severely until the 
end of the year. 

Even the most developed 
western markets have already 
seen sharply reduced activity 
in the most profitable areas for 
banks. “We’re going to see 
many fewer bond issues, fewer 
syndicated loans and fewer 
IPOs between now and the end 
of the year," said John Leo- 
nard, an analyst at Sal omon 
Smith Barney. “This will 
really have an impact on mar- 
gins." 

Already margins have been 
dented by trading losses in • 
Russia. Among the worst hit 
are Salomon Smith Barney, 
which reported a net loss of 
$l50xn in July and August, and 
Chase Manhattan , which «*rnp 
dose to making a loss from its 
trading activities in August 
Bankers Trust, the seventh 
largest bank holding company 
in the US, was one of the few 
to warn of the likely impact of 
the turbulence in global mar- 
kets cm other core Investment 
hanking areas. 

While BTs Investment bank- 
ing operations appear to have 
been particularly badly hit 
because of its traditional focus 


on high yield bonds and lever- 
aged lending, it appears to be 
far from alone in experiencing 
a slowdown. 

Data provided by Securities 
Data Company show that US 
common stock trading vol- 
umes have plummeted In July 
and worsened in August Total 
stock volumes, comprising ini- 
tial public offerings and sec- 
ondary offerings, were $98bn 
in July and S2.5bn in August 
This compares with $17^hn in 
June. In the last week of 
August volumes reached just 
$2&6ffl. 

Similarly hi gh yield debt vol- 
umes have also suffered. 
August saw volume of $2.7bn, 
compared with $l5hn in July, 
and $2lbn In April. Donaldson, 
Lufldn & Jenrette was Wall 
Street's leading manager in 
this product area last year, 
and earlier this week it 
warned that it bad made just 
$4Qm of pre-tax income so far 
in the third quarter. 

“The volatility is impacting 
the IPO market especially," 
says Charles Rauch, an ana- 
lyst In Standard & Poor’s 
ffrranHnl institutions gTOUp. 

Mergers and acquisitions, 
one of the highest margin busi- 
nesses far investment hanks, 
has also been hit, with $146hn 
worth of deals announced in 
August In the US, and $150bn 
in July. This comperes with 
S252bn in June and S210bn in 
May. 

Senior bond officials said 
that almost all deals by bor- 



rowers rated below AAA or 
AA+ by the rating agencies 
had been put on ice far at least 
a few weeks. “S this continues 
Into October then it will start 
to hit our balance sheet quite 
hard," said the head of a bond 
desk at a US investment bank 
In London. 

Few, if any. of the lfl or 12 
European high-yield - or 
“junk" - bond issues which 
were planned before the end erf 
the year are likely to go ahead, 
say bankers. 'Investors are 
fleeing any type of credit 
whether we’re talking about 
AA rated or sub-investment 
grade," said Avinasb Persaud, 


heal of currency research at 
J.P. Morgan. “Only bonds 
which resemble US Treasury 
bonds, such as strong collater- 
alised deals, are likely to get 
away in this climate." 

Bankers were not prepared 
to make predictions about 
overall investment bank losses 
in the third fourth quar- 
ters but all agreed that a large 
proportion of first half profits 
would be wiped out in the next 
three months. More than half 
of investment banking income 
is derived from fees generated 
by underwriting public issues 
in the equity and fixed income 
markets. 


Managers halt 
Malaysian 
fund dealings 


By Ptifflp Coggan ami 
Day Harris in London 

Managers of funds s pecialising 
in Malaysia and south east 
Asia are being forced to sus- 
pend dealings after the imposi- 
tion by the Malaysian govern- 
ment erf capital controls. 

HSBC Asset Management 
said yesterday it has 
suspended dealing in three 
funds - two UK unit trusts 
and a Luxembourg fund 
known as a SICAV. Fidelity 
International has suspended 
dealings in its Luxembourg 
SICAV, Fidelity Malaysia. 

On Wednesday, Jardine 
Fleming Unit Trusts 
suspended trading in JF Mal- 
aysia Trust, an equity fund, 
and JF Asia Leveraged Trust, 
a regional currency fund 
exposed to the ringgit 

Meanwhile WEBS Malaysia, 
a fund traded on the American 
Stock Exchange, returned to 
trading after suspension on 
Wednesday. However, the fund 
asked investors not to redeem 
their holdings until further 
notice. 

The details of the Malaysian 
controls are far from dear. 
The initial announcement 
suggested that the proceeds of 
share sales could not he repa- 
triated unless the shares had 
been held for 12 months. 

However, managers say 
there are now indications that 
there will be a 12 month 
lock-in period from September 
l this year, it impossi- 

ble to repatriate funds until 
the autumn of 1990, however 
long the shares had previously 


been held. They are accord- 
ingly suspending dealing until 
the position becomes clear. 

In open-ended funds, such as 
mutual funds, SICAVs or unit 
trusts, investors deal directly 
with the manager. They face 
particular problems when mar- 
kets become illiquid. When 
investors wish to sell holdings, 
the manag ers have to dispose 
of a proportion of their portfo- 
lios to meet such redemptions. 

The fimds involved to date 
are relatively small. In the 
case of HSBC, its Singapore 
and Malaysia growth fund h aB 
£8m ($9 An) in assets, its Tiger 
index fund £7m, and its 
Malaysian SICAV $2m. Fideli- 
ty’s Luxembourg SICAV has 
gl5m unflwr management The 
SICAVs are generally owned 
by continental European Inves- 
tors. 

jardine Fleming said most of 
the investors in its affected 
funds are based in Hong Kong. 
JF Malaysia has $28m under 
management 

But bigger regional funds, 
covering the whole of south 
east Asia, are considering their 
options in the wake of the 
Malaysian rule change. 

Some managers are consider- 
ing creating a separate secu- 
rity, which would give inves- 
tors the right to the Malaysian 
element of the portfolio. That 
would allow trading in the 
remainder of the fund to con- 
tinue. The WEBS fund said it 
might have to pay redeeming 
investors in Malaysian ring- 
gits. 

Investor* head for exit, Page 34 


Anger over decision to block 
tie-up by Chicago exchanges 


By WkU Tatt is Chicago 


Big futures trading firms 
reacted angrily yesterday to 
the collapse on Wednesday 
night of a plan by the Chicago 
Board of Trade and the Chi- 
cago Mercantile Exchange, the 
two Mg US exchanges, to pool 
their all-important hack office 
functions: 

"As a member of both 
exchanges we’re very, very, 
very disappointed,” said 
FIMAT Futures, the interna- 
tional futures trading group 
owned by France’s SociStfi 
Gdndrale. "In an environment 

where most organisations 
seem to be moving to reduce 
costs, this seems Inconsistent 
with that trend." 

Jim Gary, global futures 
manager at Dutch banking 


group ABN-Amro, said his 
firm was "incredibly disap- 
pointed" in the decision, and 
also "very concerned about 
what It means for the two 
exchanges co-operating 
together on bigger issues". 

Many firms had seen the 
merger of the clearing func- 
tions - which could save mil- 
lions of dollars in administra- 
tive expenses and has been 
mooted for years - as a sensi- 
ble first step to burying costly 
rivalry between the organisa- 
tions and possibly even merg- 
ing the exchanges. 

It was a “missed opportu- 
nity", added John Damgard, 
president of the Futures Indus- 
try Association. “It is obvious 
that exchange politics con- 
tinue to prevent these institu- 
tions from supporting the type 


of cost-driven initiatives 
needed to grow our markets, 1 
said Ronald Hersch, FIA chair- 
man and senior managing 
director at Bear Stems. 

The plan was voted down by 
directors at the CBOT after a 
special board meeting called 
partly in response to a mem- 
bers' petition which had circu- 
lated on thg w<*h«npi floor. 

The CMS described the 
CBOT decision as “a huge dis- 
service to all members, the 
clearing firm community 
the city erf Chicago. Common 
clearing would have provided 
tremendous benefits and 
reduced costs to everyone”. 

But some in the futures 
industry said they suspected 
CBOTs growing ties with the 
SwisfrGerman Eurex exchange 

was behind the decision. 


Shell and Texaco agree to pool 
European downstream assets 


By Robert Coatee fa Unfoa 


Royal Duteh/SbeH and Texaco 
of the US yesterday agreed to 
pool much of their European 
refining and marketing assets 
In a joist venture that will be 
dominated fay the AngloDutch 
group. 

The deal, which follows a 
similar pooUng of downstream 
assets in the US. had been 
widely expected in the indas- 
try. It will give Shell a l e a ding 
retail position in several Euro 
pean countries, i ncludi ng the 
UK where the combined group 
will have more than a fifth of 
the retail fuel market 

It is the latest sign of consol- 
idation in the international oil 
Industry, prompted by falling 


oil prices and overcapacity, 
especially tn refining. Last 
month BP and Amoco 
announced a full-scale merger 
and there have been other 
smaller-scale deals like the 
SheH/Texaco link. 

Shell win have an SS per 
cent stake in the proposed 
joint venture, which will have 
nearly 30000 employees at IS 
refineries and nearly 16,000 
retail outlets. 

Shares in Shell Trading and 
Transport, the UK arm of the 
g ro u p. Initially rose on news of 
tiie deal, but they later dosed 
down 5p at 330p. 

The decline was attributed 
In part to a mixed reaction to 
the deal from analysts and 
industry experts. Some wel- 


comed the agreement as evi- 
dence that Shell was taking 
steps to address the chronic 
under-performance of its Euro- 
pean downstream businesses. 
The companies expect to make 
annual cost savings of $200m. 

But several analysts said the 
deal in its announced form did 
little to alleviate the overca- 
pacity in the European refin- 
ing industry. There also 
appear to be significant compe- 
tition issues in several coun- 
tries. including the Nether- 
lands. Ireland, Luxembourg 
and possibly Belgium. 


Lex, Rage 12 

Co-fipentiw tread, Pigs IB 
Elf talks down prospect of 
mga-mergM*, Page IB 
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Chaebol give a little ground in battle over consolidation 

Restructuring agreed yesterday by Korea's conglomerates falls short of the asset swaps urged by government, writes John Burton 

Doubt over LG’s UK chip plant 


E ver since he took office 
in February, Kim Dae- 
jting. South Korea's 
reformist president has been 
battling the nation's leading 
conglomerates, or chaebol, to 
reduce their sprawling debt- 
heavy industrial empires in 
the name of economic effi- 
ciency. 

Jealously guarding their 
turf, the chaebol resisted. 
But yesterday Mr Kim won a 
partial victory when tbe five 
biggest agreed to consolidate 
businesses in seven indus- 
tries. The victory may yet 
prove illusory as analysts 
question whether the chaebol 
are prepared to give up even 
the smallest degree of tbe 
economic power they have 
amassed over the past 30 
years. 

On paper, the restructur- 
ing plan offered by the Fed- 
eration of Korean Industries, 
which represents big busi- 
ness, marks a significant 
step toward industrial 
rationalisation. “It shows the 
chaebol are submitting to 
structural changes that 
would have taken a lot lon- 
ger to Implement without 
government pressure." said 
Richard Samuelson, branch 
manager at Warburg Dillon 
Reed in Seoul. 

But this falls short of the 
government's initial goal of 
forcing the chaebol to swap 
assets to reduce the number 
of business activities and 
focus on core industries. 
Earlier proposals called for 
Hyundai or LG to give up 
their troubled semiconductor 
divisions and for Samsung to 
dispose of its struggling pet- 
rochemical unit. 

Instead, the chaebol have 
agreed to form consortia or 
to merge operations, which 
will allow them to keep a 
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Mergers set to 
cut ‘excessive’ 
competition 


I 


Uncertainty hung last night 
over the LG Semicon chip 
plant in South Wales, which 
has already been delayed by 
six months, writes Juliette 
Jowit 

The ei.3bn ($2.2bn) 
semiconductor plant near 
Newport, which is eventually 
expected to employ 1,700, 
was earlier this year put off 
until mid-1999. The Welsh 
plant was seen as important 
for riding out the Asian 
recession by giving LG 
Semicon its first 
manufacturing base outside 
South Korea and better 
access to Europe. 

The company yesterday 
said: "Given the early status 
of this agreement [with 
Hyundai], it is obvious that 
more discussion win have to 
take place before LG 
Semicon has additional 
information to communicate 
about any specific aspect of 
the merger, including its 
Wales plant LG Semicon 
Wales has received no 


instructions about any 
changes to its plans from 
corporate headquarters in 
SeouL’ 

The future of the LG 
Semicon project has been 
the subject of speculation 
since the Asian crisis broke 
last year. The company has 
insisted that the investment 
- backed by £247m in 
public grants from the Welsh 
Development Agency - is 


In January the six-month 
delay was blamed on the 
extra work needed to 
upgrade equipment to 
produce the next generation 
memory chips from 64 
D-Ram to 256 D-Ram. 

The LG Semicon plant 
was part of a venture with 
LG Electronics worth a total 
of £2.4bn and 6,100 jobs - 
the biggest single inward 
investment project in 
Europe. The electronics 
plant opened last year and 
now employs more than 
1,000 people. 


Sohn Byung-doa, vice chairman of the FKfc merger* likely to lead to more Jobs, not fewer 


presence in even their weak- 
est enterprises. Hyundai and 
LG will merge in memory 
chips and Samsung and 
Hyundai in petrochemicals, 
although both industries are 
suffering from overcapacity. 

There are also doubts 
whether some of tbe mergers 
will ever occur, as partners 
haggle over details of owner- 
ship and financial issues. It 
will not be easy for either 
Hyundai or LG to cede man- 
agement control of their new 
semiconductor company to 
the other, as it would repre- 
sent a loss of corporate face. 


Moreover, management of 
the new companies might 
prove diffi cult because of the 
strong corporate cultures 
and fierce rivalries among 
the chaebol, which have 
rarely co-operated before. 
“This will be the greatest 
challenge, with a lot of cor- 
porate infighting,” said 
Namnb Rhee, research head 
at Samsung Securities in 
SeouL The record for suc- 
cessful mergers in Korea is 
poor. 

There are also suspicions 
that the chaebol and govern- 
ment are using the mergers 


to avoid painful measures, 
such as plant closures and 
job cuts. The FEI yesterday 
said that the mergers were 
likely to lead to more jobs, 
not fewer, although excess 
production capacity is 
Korea’s main economic prob- 
lem. 

“Factory shutdowns will 
determine whether Korea is 
committed to economic 
restructuring. I haven’t seen 
any yet.” said Christopher 
Wood, global strategist for 
Santander Investment In 
Hong Kong. 

There are already com- 


plaints among s mall er cash - 
poor companies that tbe 
mergers will strengthen tbe 
economic dominance of tbe 
chaebol, rather than reduce 
it if the government offers 
loans, debt write-offs and tax 
benefits for the restructur- 
ing, which will give the con- 
glomerates a financial 
advantage. 

“The chaebol will demand 
their pound of flesh for 
undertaking the restructur- 
ing and I expect they will 
receive all sorts of political 
favours." said Richard Wal- 
lace, equities head at Dresd- 


ner Kleinwort Benson in 
SeouL 

Nonetheless, most ana- 
lysts believe the mergers are 
positive as they will move 
Korea closer towards indus- 
trial rationalisation. 

“Adding capacity to capac- 
ity solves nothing, but the 
merged companies are at 
least a starting point for 
restructuring. Mergers are 
easier when it comes to to 
job cuts and debt write-offs. 
Swapping assets would have 
been more time-consuming 
and a messier business." 
said Mr Rhee. 


By John Baton in Seoul 
The mergers among the 

subsidiaries of South Korea's 
top five conglomerates will 
reduce what officials 
describe as “excessive” com- 
petition in seven industrial 
sectors. Hyundai is the most 
affected by the mergers 
because “it is concentrated 
in heavy industries that are 
suffering from global overca- 
pacity,” said Namuh Rhee, 
research head at Samsung 
Securities. The proposed 
deals include: 

• Semiconductors. Hyundai 
Electronics and LG Semicon, 
Korea’s second and third 
largest chipmakers, will 
merge to form a company 
that will rival in size their 
main domestic competitor 
Samsung 1 Electronics, the 
world’s biggest producer of 
memory chips. Hyundai and 
LG suffered a combined loss 
of $47lm in tbe first half due 
to debt burdens and a col- 
lapse in memory chip prices. 
Hyundai and LG must still 
negotiate over management 
control of the new company. 

• Petrochemicals. Hyundai 
and Samsung will merge 
their petrochemicals 
operations, among the weak- 
est in Korea, with each hav- 
ing a 30 per cent stake. Tbe 
remaining 40 per cent will be 
offered for sale to the gov- 
ernment or foreign inves- 
tors. possibly from Japan. 
The petrochemical units of 
the SK and LG might merge 
later to compete against the 
new company. 

• Aerospace. Three of 
Korea’s leading aircraft 
parts makers - Samsung 


Aerospace. Hyundai Space 
and Aircraft, and Daewoo 
Heavy Industries' aerospace 

division - will farin a con- 
sortium with equal stakes. 
The new company will com- 
pete against the manufactur- 
ing division of Korean Air, 
the national carrier, 
although it may join later. 
The consortium revives an 
earlier attempt, by the four 
aerospace companies to 
develop a commercial air- 
liner with foreign partners. 

• Rolling stock. Hyundai 
Precision and Industry, Dae-; 
woo Heavy Industries and 
Haoj in Heavy Industry Will 
form a consortium for the 
manufacture of train engines 
and carriages,- although the 
allocation of equity stakes is 
still to be determined- All 
three are involved in the 
supply of rolling stock for 
Korea’s new high-speed rail 
system, due to begin in 3006. 

• Oil Refining. Hyundai 
will take over troubled Han- 
wha Energy, which will 
make it Korea's third hugest 
refiner and petrol distributor 
after SK Corporation and 
LG-CaJtex OiL 

• Ship engines. Debt-heavy 
Samsung Heavy Industries 
will transfer the manufac- 
ture of ship engines to the 
state-run Korea Heavy 
Industries and Construction 
IHanjung). which competes 
against Hyundai Heavy 
Industries in the sector. 

• Power generation eqitip- 
menL Hyundai Heavy Indus- 
tries and Samsung Heavy 
Industries will transfer their 
power generation divisions 
to Hanjung. the industry, 
leader in Korea. 


NKK seeks to take over operations of Toa Steel 


By Alexandra Kamey In Tokyo 


NKK. Japan's number two 
steelmaker, said yesterday it 
would establish a new com- 
pany to take over the 
operations of Toa Steel, its 
troubled electric furnace 
subsidiary, after Toa 
announced it was consider- 
ing filing for liquidation 
with, Y2*54bn (Sl.9bn) in lia- 
bilities.' 

The move is likely to fuel 
concerns about Japan’s ail- 
ing steel industry, which has 
been hit by a slump in 
domestic demand and a fall 


in global steel prices. NKK is 
expected to announce a sig- 
nificant downward revision 
of Its earnings forecast 
today. 

Tr ading fo shares of NKK 
and Toa was suspended yes- 
terday amid reports of Toa’s 
possible liquidation. NKK 
bad plunged 8.9 per cent to 
Y113 and Toa had sunk 17 
per cent to Y63 before trad- 
ing was baited. ' Iron and 
steel shares fell 3.3 per cent 
overall following news of the 
takeover. 

Toa. which is 51.6 per cent 
owned by NKK, said it 


would deride today whether 
to file for liquidation. The 
electric furnace operator has 
incurred losses for the past 
four years: last year it 
reported a net deficit of 
Y23.9bn. after losses of 
Y0.7bn the year before. At 
the March year-end it had 
liabilities of Y264bn and 
assets of Y43.4bn. 

Analysts said the com- 
pany, which specialises 'in 
H-beams and other steel 
shapes, had been on the 
brink of bankruptcy for sev- 
eral years because of deter- 
iorating conditions in the 


steel market and investment 
in costly new facilities. 

Electric furnace compa- 
nies in particular have been 
squeezed by the contraction 
in construction demand 
amid Japan's economic stag- 
nation, and intense competi- 
tion as a result of overcapa- 
city. Although steel 
companies have compen- 
sated by expanding ship- 
ments to the booming US 
market, overseas sales were 
not sufficient to offset the 
decline in domestic demand, 
analysts said. 

In the first quarter of this 


year, domestic steel ship- 
ments fell 11 per cent, 
according to Warburg Dillon 
Read. Demand was down 
15-20 per cent year -on-year 
over tbe same period. 

The collapse in global steel 
prices exacerbated the com- 
pany’s high operating costs, 
analysts said. 

“The spending that Toa did 
to .replace an ancient mill 
with a state-of-the-art mill in 
Kashima became a burden," 
said Stephen Wolfe, industry 
analyst at Warburg Dillon 
Read 

NKK already has a consid- 


erable role in manage ment: 
Yoichi Shimogaichi. NKK 
president, joined the Toa 
board of directors earlier 
this summer. 

However, it was unlikely 
that tbe takeover of Toa, 
which accounts for only 3 
per cent of the capacity in 
tbe market, would trigger a 
restructuring or a move 
toward consolidation in -the 
industry, analysts warned 

Tn terribly cynical and 
wouldn’t hold my breath 
about restructuring." said 
Conny Jamieson, analyst at 
Warburg Dillon Read 



I Propound restructuring positions Gencor as a holding company 
STRATEGIC INVESTMENTS IN IMPLCTS AND OoUD FIELDS 

81 Head office staff down to S as rationalisation completed 
Headline earnings of 74 cents per share for the 1998 financial 
Final dividend of 39 cents per share, being a full payout of o«v« 

RECEIVED IN THE SECOND HALF 

■ Further shareholder value expected from QFSA unbundling 



Audited 

Proforma 


12 months 

12 months 


30 June 

30 June 


1998 

1997 







Attributable income 

305 

580 

Headline earnings 

252 

283 

Distribution to ordinary shareholders 

173 

529 

Net assets tat valuation) 

3 626 

4 741 

Debt: Equity ratio 

0:1 

0.06:1 

Cents per share 



Attributable income 

89,3 

170.1 

Headline earnings 

73,8 

83,0 

Dividends 

50,0 

30.0 

Closing share price on JSE 

915 

N/A 

Net assets ( at valuation) 

1051 

1390 

Discount to net asset value (%) 

I2J> 

N/A 

Ordinary shares in issue (million) 



Weighted average for the period 

343 

341 

Total as at the reporting date 

345 

341 


Final Dividend 


A final dividend No. 145 (coupon No. 1S5) of 39 cents ( 1997: 21,5 cents) per ordinary share has been declared, 
payable on 2 October 1998 to shareholders registered on 18 September 1998. The share register will be closed 
from 21 September to 1 October 1998. 

The dividend is payable in the currency of the Republic of South Africa. Payments from the United Kingdom will 
be made in United Kingdom currency at the rate of exchange ruling on 22 September (998, or on the first day 
thereafter on which a rate of exchange is available. 


On behalf of tbe Board 

B P Gilbertson 
NJ Holland 

iatiannesbufg 
3 September 1998 


Gencor Limited 

■ntoOUDIZUOS 

tocof(an«d fbpatbc nTSaak Mfca 

6 Holland Street, JohattUttbaig 200 1 
FO Box 61820. Marshalltown 2(07 


Delta Gold to 
list platinum 


By Gwen Rofatason in Sydney 

Delta Gold, an Australian 
gold and platinum miner, 
confirmed its position as the 
country’s lowest cost gold 
producer with record full- 
year profits. The company 
also said it intended to pur- 
sue a London listing for its 
Zimbabwe platinum inter- 
ests, if shareholders 
approved a plan to separate 
and float off the assets into a 
public company. 

The new company. Zim- 
babwe Platinum Mines, or 
Zimplats, would be listed on 
the Australian Stock 
Exchange in mid-October 
after which Delta Gold 
would consider a London 
listing; said Terry Burgess, 
chief executive. Delta 
believes the float would 
unlock value in its share 
price and would allay share- 
holders’ concerns of being 
asked to contribute more 
funds to develop the Zim- 
babwe platinum interests. 

Delta's Zimbabwe plati- 
num assets were last week 
valued at A$54m-A$84m 
(US$3l.5m-US$49m1 In an 
independent assessment, 
although the company has 
valued the assets at A$70m 
in its scheme of arrange- 
ment for the proposed float. 


Australian gold opera- 
tions, however, drove Delta’s 
strong earnings performance 
in tbe year to June. Net 
profit nearly doubled to 
A$42.1m, largely because of 
record gold production of 
350,000 ounces and a 33 per 
cent reduction in cash costs. 

The company enjoyed a 
record low production cost 
average of AS174 an ounce 
from its two main mines. 
Kanowna Belle and Granny 
Smith, in Western Australia. 
The low costs also helped 
hedge against falling gold 
prices in the year. 

A final dividend of 4 cents 
doubled the total dividend, to 
6 cents from the previous 
year. 

In the proposed demerger 
of the company's platinum 
interests. Delta’s sharehold- 
ers would be offered, one 
Zimplats share for every five 
Delta shares. 

Delta would distribute 49 
per cent of its Zimplats 
shares to shareholders and 
retain a 51 per cent interest, 
which would be progres- 
sively diluted to zero as the 
new company raised funds 
to develop platinum inter- 
ests. 

Delta Gold shares rose 3 
cents to A$1.72 after reach- 
ing intraday highs of AJ1.91. 


NEWS DIGEST 


TRAVEL 


Asia downturn behind 4% 
fall at Air New Zealand 

Air New Zealand yesterday blamed a 4 per cent fell in 
tax-paid profits to NZ$1 44.8m (US$73m) for the year to 
June 30 mainly on the slowdown in Asia and faffing tour- 
ism numbers. Asian passenger arrivals fell 24.7 per cent, 
although this was offset partly by increased numbers of 
travellers from the US and Europe, international capacity 
was 2.5 per cent lower than in 1997. Load factors aver- 
aged 68.5 per cent Group revenues rose 5.4 per cent to 
NZ$3.09bn. 

The international operations of the Ansett Australia sub- 
sidiary also suffered from the Asian crisis. Trading reve- 
nues were A$3.29bn (US$1 .92bn) compared with 
A$3.24bn giving a pre-tax profit of A$27.8m. against a I6ss 
of A$300,00Q last year. Directors said the coming year 
would be challenging, but the company would refocus on 
the more robust markets in Australia, the US. the UK and 
Europe- The second-half dividend Is cut to 8 cents a 
share, from 12 cents last year. Terry Hall, WeIBngton 

PAPERMAKING 


Sinar Mas unit posts 35% rise 

Pabrik Kertas Tjiwi Kimia, the paper production subsidiary 
of the diversified Indonesian Sinar Mas group, yesterday 
reported a 35 per cent rise in first-half net profits thanks to 
foreign exchange gains. The interim profit of $73.7m com-, 
pared with $54.4m last time on a foreign exchange gain of 
$43.1m, against $18.3m previously. Sales fell 26 per cant 
from $359m to $2 64.2m, largely because of a 15 per cent - 
drop in paper prices. Sander Thoenes, Jakarta 


THAI BANKING 


Siam Commercial losses deepen 

Siam Commercial Bank, Thailand's fourth largest bank, 
has increased its audited losses for the half-year to 
Btllbn ($271 mV Its auditors, Dakxtte Touche Tohmatsu, 
had refused to accept tax deferrals of about Bt4_2bn that 
had helped the bank post unaudited losses of just 
Bt8.31bn when ft reported Its results in July. 

The Thai authorities have committed themselves to 
opening up com pany accounts as part of its IMF-approved 
scheme to attract more foreign investment Siam Commer- 
cial had deferred tax from 1997, due in April, because it 
understood it could take tax credits on loan losses this 
year. But Deioitte Touche refused to accept the lower toss 
figure in view of toe bank's poor earnings outlook. 

The collapse of Thailand's decade-long boom has 
exposed the relationships between auditors and Thai com- 
panies. Deioitte Is appealing against a three-month sus- ' 
pension handed out to one of its partners for failing to 
query loans made by Finance One, the country's leading 
merchant bank that collapsed last year. 

William Barnes, Bangkok 


HONG KONG MONETARY AUTHORITY TO DISCLOSE NEW HOLDINGS ONLY IN CASE OF HSBC 


HK 


By Louise Lucas In Kong Kong 

The Hong Kong Monetary 
Authority, the de facto cen- 
tral bank, will not disclose 
the stakes It built up in 
locally listed companies dur- 
ing tbe latter half of August, 
although it will fully comply 
with all such requirements 
for HSBC Holdings. 

HSBC Holdings, which is 
listed in London and Hong 
Kong, earlier this week said 
the territory's government is 
now the biggest shareholder, 
with an 85 per cent s t ak e . 
This gives rise to conflicts of 
interest, analysts say. 


although the two bodies 
have long enjoyed a close 

flllianro 

The HKMA Indicated it 
would not push for board 
representation and would 
not seek to influence corpo- 
rate direction. The stake was 
taken primarily as part of a 
strategy to banish specula- 
tors from the markets and to 
restore stability, it said. 

Bid analysts said investors 
would still be wary of possi- 
ble conflicts of Interest and 
tbe Influence that the hold- 
ing - and the fact it will be 
sold down in the future - 
has on the market. 


“Given the government 
owns a fairly large piece of 
HSBC, it is probably 
unlikely to introduce any 
rales or regulations which 
would increase the level of 
competition in Hong Kong 
banking, and which could 
adversely impact profitabil- 
ity " said one analyst 

The question of a conflict 
of interest is perhaps more 
presang in some of the util- 
ity stocks held by the gov- 
ernment It has exposure to 
both Hongkong Telecom and 
Hongkong Electric, through 
Hutchison Whampoa. 

Both telecoms and electric- 


ity sectors are under review. 
Hongkong Electric now 
enjoys a virtual duopoly 
with China Light and Power, 
and tariffs must be approved 
by the government 
Such approval is also 
required by die former tele- 
coms monopoly, which now. 
competes with three, fixed* 
line groups and a handful Of 
callback operators. Next; 
month the government tor- 
due to announce whether it 
will dispense any additional 
licences: if it backpedals on 
liberalisation it will face 
attack from potential bidders 
for the licences. 


4 
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COMPANIES & FINANCE: INTERNATIONAL 

TELECOMMUNICATIONS UCS NETWORK TO BE AIMED AT SUPPLYING CAPACITY TO INTERNET SERVICE PROVIDERS 

Unisource mulls options after AT&T quits 


By Christopher Prfco 


Unisource, the pan-European 
telecom consortium, is dis- 
cussing options for its main 
operating subsidiary Uni- 
source Carrier Services 
(UCS) in the wake of AT&T’s 
decision to leave the partner- 
ship, including either a trade 
sale or pubUc listing. 

■ Unisource is owned by 
KPN of the Netherlands. 
Telia of Sweden, and Swiss- 
com, the Swiss telecoms 
operator. Besides its interest 
in UCS, Unisource has a GO 
per cent stake in AT&T-Uni- 
source Communications Ser- 
vices, with the US group 
holding the remainder. 


However, after the forma- 
tion of an international alli- 
ance with British Telecom- 
munications in July, AT&T 
gave notice it would wind up 
its partnership with Uni- 
Source. Disposing of or list- 
ing UCS would leave Uni- 
Source with few other assets 
and could signal its demise. 

Andre Kaser, president of 
UCS, said yesterday that the 
subsidiary, which carries 
telecoms traffic for business 
customers and other tele- 
coms groups, was experienc- 
ing strong growth and its 
future was a bright one. “We 
have our own customers and 
do not rely on AT&T traffic 
at an." 


He was speaking after 
announcing the launch of 
UCS’s new pan-European 
telecoms network using 
asynchronous transfer mode 
(ATM), a fast transmission 
and switching technology. 

The $20m network will 
link big European cities and 
has been developed with 
Lucent Technologies of the 
US. Further investment of 
$50m will extend the net- 
work into southern Europe 
and the US. 

Mr K&ser denied UCS 
would be competing with 
other pan-European net- 
works. He said the UCS net- 
work would be aimed at sup- 
plying capacity to internet 


service providers, rather 
than telecoms operators or 
large corporate users. 

AT&T has already said it 
will sever its Unisource con- 
nections by July 2000. 

Unisource made a net loss 
of FI 135m (968m) in 1997 but 
claimed the AT&T joint ven- 
ture had been largely 
responsible for the loss. Uni- 
source suffered as a result of 
last year's decision by Tele 
f6nica of Spain to leave. 

AT&T is also to wind up 
its interest in the WorldFart- 
ners alliance, in which it has 
a 40 per cent stake. KDD of 
Japan has 24 per cent Singa- 
pore Telecom IS per cent and 
Unisource 20 per cent 



Andr 6 KSaen ‘We have our own customers and do not rely on AT&P 


3Com in 
deal for 
licence fee 
on modems 


By Roger Taylor 
Iq San Francisco 


3Com, the largest modem- 
maker in the US, has signed 
a deal with Brent Town- 
shend, an independent 
inventor, which could allow 
it to collect a fee on each 
sale of the next generation of 
personal computer modems. 

The company said it had 
entered into an exclusive 
licence with Mr Townshend, 
who has been issued a 
patent on technology which 
is key to the new model of 
modem. 

It plans to license the tech- 
nology to other modem mak- 
ers on “reasonable terms”. It 
is thought to be considering 
levying a fee of about $1 a 
modem on all other manu- 
facturers. 

The modem industry has 
only recently agreed on a 
new standard for future 56K 
modems - the current 
standard for most PC users - 
following a battle over 
standards between 3Com 
and other manufacturers. 
However, 3Com now says 
that part of the technology 
fundamental to the new 
design belongs to Mr 
Townshend. . . u 

The company said it had 
been in negotiations with Mr 
Townshend for about three 
years and has been working 
with his ideas in the devel- 
opment of the new V.90 
modems. 

3Com became the leading 
modem producer last year 
after its acquisition of US 
Robotics. However, the com- 
pany, which also makes net- 
working equipment for com- 
panies and the PalmPilot 
hand-held device, has suf- 
fered with other networking 
equipment producers follow- 
ing a slowdown in the mar- 
ket. 

Its shares have lost about 
half their value over the past 
year, and are trading at 
around $25, compared, with a 
high of over $36. 

Earnings per share for 
1998 were down at 8 cents, 
compared with $1.41 in 1997. 
Revenues have continued to 
rise, reaching $5.4 bn in the 
past year. 


Venezuela’s al uminium sell-off falters 


By Christina Hoag in Caracas 


The only qualified bidder in 
the privatisation of Venezue- 
la's beleaguered al uminium 
complex withdrew on 
Wednesday evening, scup- 
pering the government's 
third sale attempt. 

The move came less than 
24 hours before the group, 
called the Venezuelan Alu- 
minium Consortium, was 
due to post a $i20m letter of 
credit guaranteeing that it 
would make a bid in the 
sale, scheduled for Monday. 


The consortium, made up 
of Billiton of the UK, Kaiser 
Al umin um of the US, and 
Surah a Venezuelan alumin- 
ium fabricator, blamed its 
decision on the current 
depression in international 
capita] markets. 

The minimum price for a 
70 per cent stake in the four- 
plant complex, which pro- 
duces 4 per cent of the 
world’s aluminium, was set 
at $i.55bn including of 
$l-2bn in debt. 

This is the second time the 
Billiton-led group, as sole 


bidder, has withdrawn at the 
last minute from the sale. In 
July, it blamed its decision 
not to bid on internal differ- 
ences. 

In March, the govern- 
ment's first attempt to sell 
the group ended in failure 
when three qualified bidders 
refused to bid, saying the 
$2.1bn base price was too 
high and conditions too 
stringent 

Boris Molina, senior ana- 
lyst at Santander Investment 
Bank, said after the second 
attempt chances of selling 


the money-losing complex 
were “very remote" due to 
the swelling Asian crisis and 
falling al umin ium prices, 

“The government passed 
up the opportunity a year 
ago when we had a bull mar- 
ket.” he said. “With the 
amount of investment that 
the government is requiring 
[the buyer to put in] financ- 
ing would be very limited 
now.” 

The buyer would be 
required to assume Sl-2bn in 
debt half owed to the cen- 
tral government and half to 


foreign b anks , and invest 
$ 300 m in plant modernisa- 
tions. 

The government said it 
would restructure the com- 
panies. which include baux- 
ite mines and processing as 
well as al umin i um manufac- 
ture. while alternatives to 
privatisation are being stud- 
ied. 

The complex, which is bur- 
dened with an overloaded 
payroll of 9 £00 workers and 
deteriorating equipment, is 
expected to lose at least 
|220m this year. 


August ‘worst 
month for 
hedge funds’ 


CIBC blames US acquisition for fall 


By Edward Akten in Toronto 


The Canadian Imperial Think 
of Commerce. Canada's larg- 
est bank, yesterday said 
acquisition and integration 
costs associated with its 
expansion into the US 
investment banking market 
lay behind a 43 per cent 
drop in third-quarter net 
earnings. 

The bank warned inves- 
tors early last month its 
earnings for the quarter 


ended July 31 would disap- 
point. triggering a 16 per 
cent drop in its share price 
and a large sell-off across the 
banking sector. 

Net earnings were C$245m 
(US$1 58m), or 52 cents a 
share, against C$401m, or SO 
cents, last time. 

Return on equity, a closely 
watched measure of bank 
performance, fell from 
17.8 per cent a year ago to 
9.2 percent 

Total revenue increased 11 


per cent to C$2.435bn. 

CIBC also announced yes- 
terday a 20m share buy-back 
plan, just under 5 per cent of 
the outstanding common 
shares, in an effort to bolster 
its share price. CIBC was 
trading at C$30.15, down 5 
cents, at midday yesterday, 
down from a 52-week high of 
C$59 £0. 

It said the costs of its 
acquisition of Oppenheimer, 
the New York equity dealer, 
cut net income by C$69m in 


the third quarter and 
C$l35m on the year to date. 

But A1 Flood, CIBC chair- 
man, said the US investment 
remained an “important 
strategic initiative that 
enabled us to keep pace with 
the rapidly evolving finan- 
cial services market”. 

Several Canadian banks, 
including CIBC. the Bank of 
Montreal and Toronto- 
Dominion Bank have made 
US acquisitions in an effort 
to diversify their operations. 


Four of Canada's five larg- 
est banks have proposed 
mergers in part to expand 
their presence internation- 
ally. CIBC, which wants to 
merge with T-D Bank, gener- 
ated about 70 per cent of its 
profits in Canada last year. 

Kevin Cboquette, analyst 
at Scotia McLeod, said the 
results reflected CIBC’s 
rapid expansion in the US 
equity market as trading 
revenue was declining 
sharply. 


By WIBam Lewis to New York 
and Jam Martinson in London 

Hedge funds tinned in one of 
their worst monthly invest- 
ment performances last 
month, according to US- 
based consultancies. 

Managed Accounts 
Reports, a New York-based 
consultancy, said three-quar- 
ters of hedge funds it had 
analysed were down in 
August and 27 per cent bad 
losses exceeding 10 per cent. 

George Van of Van Hedge 
Fund Advisors International, 
a consultancy advising on 
hedge funds, said: “It is cer- 
tainly one of tbe worst 
months in recent times. It 
truly is a terrible month." 

While many hedge funds 
have yet to release details of 
last month's investment per- 
formance. MAR said that 
preliminary results from 155 
hedge funds indicated that 
emerging market specialists, 
particularly those investing 
in Russia, were hit hardest 

Everest Capital's Frontier 
Fund, an emerging markets 
fund, is estimated to be 
down 50 per cent in August 
and about 64 per cent for the 
year to date. Everest's Inter- 
national Fund, which has a 
50 per cent investment in the 
Frontier Fund, is estimated 
to be down 35 per cent for 
August and 41 per cent for 
the year to date. 

Everest Capital Ltd. which 
had total assets of $2.7bn at 
the end of June, moved to 
raim investor sentiment yes- 
terday. The offshore com- 
pany said it was suffering no 
financial problems. 

Earlier this week 
Long-Term Capital Manage- 
ment, run by John Meri- 
wether, disclosed it suffered 
a fall in its net asset value of 
44 per cent in August and 52 
per cent for the year to date. 

About 13 partners and sev- 
eral members of staff own a 


third of the Connecticut- 
based hedge fund. Half the 
fond’s net asset value has 
disappeared since January 
because of the emerging 
market turmoil. Its net asset 
value now stands at $2.3bn. 

However, the fund 
stressed yesterday its 
finances were in order with 
healthy credit facilities and 
counterpart!' arrangements. 

LTC is a market neutral 
hedge fond. MAR and other 
consultancies said that while 
overall performance of these 
types of hedge funds had 
been broadly fiat during 
August, some had clearly 
suffered large losses. 

A number of hedge funds 
with large Russian expo- 
sures. are said to be strug- 
gling to stay afloat. The 
High Risk Opportunities 
Hub Fund, a $4 50m hedge 
fond affiliated with m Off- 
shore Advisors, has already 
filed for liquidation. 

MAR added that a number 
of Russian -focused hedge 
foods were refusing to pro- 
vide details of their net asset 
value positions and were 
also putting investor 
redemptions on hold. 

MAR said they were doing 
this because of difficulties in 
pricing the value of their 
under lying securities. 

Short seller hedge funds 
performed strongly in 
August, according to the 
MAR report, with an esti- 
mated median gain of 21.8 
per cent Market neutral and 
hedge funds specialising in 
global macro investing were 
both broadly flat. 

The month's worst per- 
former. according to MAR, 
was Croesns-UFG Russia 
Fund, which lost 57.5 per 
ceoL Its assets now stand at 
$21.4m. The top performer 
was Peregrine Investment 
Partners, a short seller, 
which gained 56.7 per cent 
on assets of $600,000. 


SAB considers moving 
stock listing to London 


By Victor Maflat 


South African Breweries, 
one of the world's biggest is 
considering transferring its 
primary stock exchange list- 
ing to London from Johan- 
nesburg, a move that would 
arouse intense political hos- 
tility from South Africa’s 
ruling African National Con- 
gress and its trade union 
allies. 

SAB, which has a second- 
ary listing on the London 
Stock E x c h ange, said yester- 
day the move would enable 
it to raise more capital more 
cbeaply than in South 
Africa. The company has 
expanded rapidly in Africa, 
China and eastern Europe 
and is looking at the possi- 
bility of making a big inter- 
national acquisition. 

“The rationale for the list- 
ing proposal is that it would 


enable SAB to raise signifi- 
cantly greater amounts of 
equity, capital to finance its 
offshore operations than are 
available with a primary list- 
ing on tbe JSE,” Graham 
Mackay, group managing 
director, said in a memoran- 
dum to SAB staff: 

The company was obliged 
to issue tbe memo - and 
make it public through the 
JSE - after the Financial 
Mail magazine disclosed 
details of its plans this week. 

SAB is one of several big 
South African companies 
considering the possibility of 
following in the footsteps of 
Billiton, the metals group 
spun off from the Gencor 
conglomerate last year and 
now based in London. 

Old Mutual, the life 
assurer and financial ser- 
vices group which plans to 
demutualise next year, was 


fiercely criticised by the 
Congress of South African 
Trade Unions in June when 
it emerged that it might seek 
a primary listing in London. 

That remains particularly 
controversial because Old 
Mutual is big enough to join 
the FTSE 100, and companies 
that want to become constit- 
uents of tbe market indices 
have to be UK incorporated 
and resident in the UK for 
tax purposes. Plans by Lib- 
erty Life to make its primary 
listing in London appear to 
have been put on hold fol- 
lowing opposition from 
South African authorities. 

SAB - which is already in 
dispute with the South Afri- 
can government over legisla- 
tion that would reduce its 
near-monopoly in tbe local 
beer business - took pains 
yesterday to emphasise its 
commitment to the country. 


Fidelity seeks a starring role 


By John Anthers 
in New York 
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Plunging stock markets have 
not deterred Fidelity Invest- 
ments. the world’s largest 
fond manager. Yesterday, as 
world markets continued to 
suffer turbulence, the com- 
pany chose to launch Its 
most ambitious advertising 
campaign in a Broadway 
theatre. 

Peter Lynch, the legendary 
fund manager who steered 
Fidelity’s Magellan fund to 
its current position as the 
largest US open-ended fund, 
shared star billing with Lily 
Tomlin, the well-known US 
comedienne who is his 
co-star In Fidelity’s advertis- 
ing campaign. 

The television commer- 
cials. which Fidelity started 
planning six months ago, 
now seem eerily appropriate- 
In one, Mr Lynch Is taking a 
physical check-up on a tread- 
mill. while Ms Tomlin plays 
the part of the nurse examin- 
ing him. As the medical con- 
tinues, the treadmill bucks 
- up and down, and the speed 
chang es sharply, Mr Lynch 
gasps: “This reminds me of 
the stock market. ” 

In questions, Mr Lynch 
stuck rigidly to his stock- 
picking credo, making dear 
that he was not alarmed by 
the recent sharp falls in the- 
market, . and that the 
. long-term link between 
share - prices . and profits 
would remain. 

“Since the end of the war, 
corporate profits have gone 
up 60-fold, and the market 



Supporting actress: Lfly Tomfei features to advertising campaign AP 


has gone up 54-fo]d. a he said. 
“I would like to see tbe 
market go sideways for a 
couple of years and have all 
the secondary stocks catch 
op.” 

“We’ll find- out whether 
this is a correction or a bear 
market We've already had a 
bear market in secondary 
stocks." 

He discounted the 
long-term effects of extra 
investing by the ageing 
“baby boom" generation, 
and. the ‘growth of Internet 
trading, which now accounts 
for GO per cent of all trades 
at Fktehtys retail brokerage. 
He said that neither factor 
had stopped Bethlehem 
Steel's share price from fall- 


ing in the long term in 
response to a long-term (all 
in its profits. 

However, the event also 
showed Fidelity's nervous- 
ness about retail investors' 
understanding of the stock 
market, which some equity 
strategist believe could 
destabilise the market. 

Indications during the past 
few weeks are that there has 
been little or no “panic sell- 
ing", and that most inves- 
tors have held on to their 
equity holdings. 

However, Mr Lynch said: 
“The public believes in 
slocks but they don’t 
understand why. I think if 
they are better informed 
they may understand the 


nature of these declines.'’ 

His comments were 
backed by Fidelity market 
research which indicated 
that the average American 
spent 137 hours of research 
before purchasing a vaca- 
tion. and 124 hours before 
buying a car, but only 60 
hours before making invest- 
ment decisions. 

The same survey found 
that only 25 per cent of 
Americans understood that 
Treasury bond prices go up 
when interest rates go down, 
even though a higher pro- 
portion than this owns 
mutual funds invested in 
bonds. A fortber 23 per cent 
said that Treasury bonds 
would go down after a cut in 
interest rates, while 27 per 
cent said there was no rela- 
tion. 

Fidelity as a company, 
however, seems confident, 
with its investment 
performance recovering after 
a disastrous dip in 1996 
which led to a raft of bad 
publicity and an erosion in 
its market share. Vanguard, 
of Pennsylvania, has 
overtaken it as the company 
that attracts most new cash 
flow, and the cam p aign is an 
attempt to restore market 
share. 

It has at least gained one 
new investor in Ms Tomlin. 
She admitted that when 
younger her politics bad pre- 
vented her from investing in 
the stock market Now she 
has stakes in a Fidelity 
growth and income equity 
fund, and in a specialist util- 
ities fund. 
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War in Bosnia, with all Its fear, Injury and death has now been 
replaced by peace In Bosnia, with all its fear, Injury and death. 
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OIL FRENCH GROUP PREFERS TO CONCENTRATE ON 'PROMISING INTERNAL GROWTH' A FTER 7% DECLIN E AT HAL FWAY STAGE ] _____ 

Elf talks down prospect of ‘mega-merger’ 


FINANCIAL TIMES FRIDAY SEPTEMBER 4^5^: 




By David Owen and 
MaritMidlisan in Paris 

Philippe JaffrS, Eif Aqui- 
taine chairman, yesterday 
played down the prospects of 
the French oil group taking 
part In a mega-merger along 
the lines of the recent Brit- 
ish Petroleum- Amoco combi- 
nation. 

Speaking as Elf reported a 
small downturn in first-half 
profits. Mr Jaffre said the 
group believed internal 
growth prospects in its 
exploration and. production 
division were good enough 
for it to be directing most of 
its resources there. 


It would be inappropriate 
to divert from management 
of the group’s very promis- 
ing internal growth to the 
more difficult task of manag- 
ing a considerable external 
growth operation that would 
be less interesting for share- 
holders. he said. 

But he suggested the 
group's position In European 
refuting and distribution 
could be unproved by a “well 
prepared and well con- 
ducted” alliance. He also 
made clear he would still 
welcome a tie-up between 
Sanofi, Elf s drugs arm, and 
another pharmaceuticals 
company. 


Mr Jaffres comments came 
as Elf reported a 7 per cent 
decline in first-half net 
income to FFr4.59bn (S782m). 
Including special items of 
FFr342m from disposals of 
financial interests in the 
1997 first half, the fall was 
nearly 13 per cent. 

A sharp drop in sales, 
from FFrl28.4bn to 
FFrll2.8bn, partly reflected a 
30 per cent decline in oil 
prices in the past 12 months, 
according to Mr Jaffre. 
although strength in down- 
stream and chemical 
operations helped offset this 
weakness. 

The industry’s pricing 


woes were more dram- 
atically illustrated in the 
breakdown of operating 
profits by sector: in 
exploration and production 
they were down 41 per cent 
to FFr5.4bn. 

Operating profits from 
downstream operations, 
however, more than doubled, 
to FFrl.8bn. thanks to 
improved refining margins, 
productivity gains and a 
healthy marketing environ- 
ment 

In chemicals, the result 
was ahead 10 per cent to 
FFr2.2bn in spite of flat 
sales. Again, the improve- 
ment was attributed to 


improved margins and pro- 
ductivity. 

A similar advance was 
posted at Elfs health divi- 
sion, where a 12 per cent 
operating improvement at 
Sanofi, which is 55 per cent 
owned by Elf. led -to a 
FFrlJ2bn contribution to the 
parent’s income. 

Mr Jaffre said that Elf had 
resisted the effects of the oil 
price weakness well, but 
warned that conditions in 
the second half remained 
uncertain. 

He said production cuts of 
lm-2m barrels a day were 
needed to restore equilib- 
rium to the market 


“The impact of the eco- 
nomic slowdown in Asia, 
combined with the new 
petrochemical capacities on 
the market could lead 
to; a deterioration in this 
.sector towards the end 
of the year or the be- 
ginning of the next year," he 
said. 

Analysts agreed with his 
outlook, with one predicting 
a 20 per cent decline in full- 
year profits at Elf. from 
FFraobn in 1997. 

In' spite of tbe gloom, 
however, the shares rose 
2.17 =per cent yesterday to 
FFr611 against a falling 
market. 
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Trustor inquiry intensifies 




By Jimmy Bums in London 
and Tim Burt In Stockholm 

Swedish prosecutors have 
returned to the UK to inter- 
view Lord Moyne, the Guin- 
ness peer, and Lindsay 
Smallbone, his former busi- 
ness associate, over the 
alleged SKr4£5m ($6lm) 
fraud unearthed last year at 
Trustor, the Swedish invest- 
ment company. 

A Swedish official con- 
firmed that his country's 
state prosecutor, Bo Skarin- 
der, was conducting three 
days of interviews connected 
to the case at the Swedish 
Embassy in London. 

Mr Skarmder. whose previ- 
ous visits to tbe UK have 
involved meetings with the 
London-based Serious Fraud 
Office, last month baited 
extradition proceedings 
against Lord Moyne, former 
Trustor chairman, and Mr 
Smallbone. former manag ing 
director, in connection with 
alleged embezzlement, swin- 
dling and book-keeping 
offences. 

The prosecutor said he 
had temporarily dropped 
requests to arrest the 
two men after they volun- 
tarily offered to be inter- 


viewed by him in London. 

Mr Skarmder will consider 
whether to make a fresh 
warrant request only after 
completing the interviews 
and considering additional 
evidence. 

Separately, lawyers acting 
for the Trustor liquidators in 
Stockholm confirmed yester- 
day they had begun bank- 
ruptcy proceedings against 
Lord Moyne in the Swedish 
courts. 

In an action filed with the 
Stockholm district court ear- 
lier this week, lawyers have 
asked for receivers to be 
appointed to Lord Moyne 
Holdings - a Swedish regis- 
tered company which ulti- 
mately held 17 per cent of 
Trustor’s shares and 51.8 per 
cent of the voting rights. 

Stefan Lindskog. the law- 
yer heading the liquidator's 
legal team, said: “If our peti- 
tion is accepted. Lord Moyne 
will be declared bankrupt la 
Sweden and his business 
interests here will be repre- 
sented in future by a 
receiver." 

Mr Lindskog said the liqui- 
dators hoped tbe move 
would help them unravel 
share transactions between 
Lord Moyne and St Crispin 


Trading, an investment com- 
pany registered in the Brit- 
ish Virgin islands. 

“The appointment of a 
receiver to Lord Moyne’s 
company in Sweden is an 
important step for us." said 
Mr Lindskog. “It will be 
much easier to deal with the 
receiver than the peer him- 
self." 

Three former UK Conser- 
vative party politicians - 
Henry Bellingham, Ron Bux- 
ton and Major Anthony Gur- 
ney - last December 
declared themselves share- 
holders of St Crispin. Mr Bel- 
lingham has denied any 
"direct or indirect" connec- 
tion to Lord Moyne. 

Both Lord Moyne and Mr 
Smallbone, who also face 
civil lawsuits for damages 
from Trustor shareholders, 
had indicated they would 
not travel voluntarily to 
Sweden to stand trial. They 
deny any wrongdoing, main- 
taining they acted on behalf 
of three Swedes who later 
deceived them. 

Two of the Swedes. 
Thomas Jisander and Peter 
Mattsson, have - been 
released on bail after being 
charged in Stockholm with 
breaching or assisting a 


breach of shareholder trust. 
A third, Joachim Posener, 
has fled the country and is 
being sought by Interpol. 

The case centres on 
alleged fraud at Trustor 
after Lord Moyne bought a 
controlling stake last year 
and became non-executive 
chairman. 

Shortly afterwards, 
SKr620m disappeared from 
Trustor's Stockholm bank 
accounts, of which only 
about SKrI35m has been 
recovered in spite of police 
investigations across more 
than a dozen countries. 

Lawyers acting for Trustor 
have discovered an apparent 
£230.000 ($384,000) transac- 
tion involving a bank 
account held by Thomas Jis- 
ander which led to the hire 
of a luxury yacht last year. 
They are also thought to be 
investigating payments last 
summer to several credit 
card cnmparnpc totalling an 
estimated £250,000. 

It has also emerged that 
Mr Smallbone last month 
entered his team in a polo 
tournament in the south of 
Spain, but has since begun 
to sell some of his horses, 
having transferred the own- 
ership of the team. 
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Lord Moyne: denies any wrongdoing 


Cockerill Sambre coy IMinorco ‘in no position’ 
on preferred purchaser to make share buy-back 


By NeU Buckley in Brussels 

Cockerill Sambre, the 
Belgian steelmaker that is 
being privatised, refused yes- 
terday to reveal its prefer- 
ence between its two poten- 
tial buyers - Germany’s 
Thyssen Krupp and France's 
Usinor - but said it looked 
forward to being part of one 
of the world’s biggest steel 
groups. 

Its comments came as 
Cockerill revealed first-half 
profits well ahead of expecta- 
tions. Net profits jumped 
more than ten-fold from 
BFr74Sm to BFr7.49ba 
($207m), reflecting the prog- 
ress or the group's “Horizon 
2000” cost-cutting pro- 
gramme and strong Euro- 
pean demand. 

Jean Gandois, chairman, 
warned that the second half 
was likely to be more diffi- 
cult, with the impact of tbe 
Asian crisis continuing to 


put pressure on European 
prices, but he still expected a 
“large” full-year profit 

Cockerill, one of Europe’s 
last big state-owned steel- 
makers, is being privatised 
by its 79 per cent share- 
holder, Wallonia, the 
French-speaking southern 
region of Belgium. 

Usinor and Thyssen Krupp 
were shortlisted by the Wal- 
loon government in July as 
potential bidders and must 
submit final bids by Septem- 
ber 21, with a final decision 
expected in early October. 

Mr Gandois refused to 
reveal which candidate he 
favoured, adding that both 
were “powerful groups" with 
significant synergies with 
Cockerill, though In different 
areas. 

"Cockerill married to 
either of them would farm 
part of the biggest steel com- 
pany in Europe.” he said. In 
production and turnover it 


would be in the same league 
as the big Japanese or Kor- 
ean groups." 

However, Mr Gandois 
refused to rule out the possi- 
bility of Cockerill remaining 
a stand-alone company, if 
either bid was unacceptable 
with respect to price or guar- 
antees on maintaining 
employment in Wallonia. 

Earlier, Francis Mer, Usi- : 
nor chairman, warned that it - 
would not be dragged into, 
paying too high a price for. 
the Belgian steelmaker. "Usi- 
nor can live without Cocker- 
ill and we are not ready- to 
pay any price," he warned. 

Mr Gandois said Cockerill 
was now achieving about 40 
per cent of the projected 
BFrlObn annual cost savings 
from its restructuring. 
Group sales increased 8 per 
cent from BFrl04.3bn to 
BFrll3.3bn, with crude steel 
production up from 3.2m 
tonnes to 3.7m tonnes. 


By Kenneth Gooding, 

Mining Correspondent 

Minorco. the Luxembourg- 
based subsidiary of South 
Africa's Anglo American 
group, is not in a position to 
boy back some of its own 
shares in spite of present 
low prices. Hank Slade, chief 
executive, said yesterday. 
However, it would consider 
makiTig an offer for tbe 43.2 
per cent of Terra, the US 
agribusiness, it does not 
own. 

Mr Slack said Minorco 
could not buy its own shares 
because of the London stock 
exchange rule that at least 
25 per cent of a company's 
shares should be freely avail- 
able before a full listing. 

He had announced earlier 
that Minorca's half-year net 
earnings were down 38 per 
cent to Sl23m against the 
same 1997 period, hit hard by 
lower metal, nitrogen and 


methanol prices. The interim 
dividend is to be held at 22 
cents, but Mr Slack hinted 
the final payment might be 
cut for the first time in the 
group’s 70-year history. 

“While it would be the 
intention to maintain divi- 
dends through a downturn 
In the commodity cycle, this 
will need to be kept under 
review depending cm devel- 
opments in the world econ- 
omy,” he said. 

Mr Slack said it was 
“highly unlikely" prices 
would improve in the second 
halt While Minorco would 
try to improve operating effi- 
ciency. earnings before 
exceptional items would be 
lower than the first half s 
$27lm. down from $4C©m. 

He said Minorco would 
make a decision about the 
sale of its gold interests 
before the end of the year 
and was in talks with third 
parties including the sister 
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Ahold moves to reassure investors 


By Gorton Cramb In Amsterdam 

Ahold. the Dutch 
supermarkets group seeking 
this month to raise $2 bn in 
the international capital 
markets, signalled yesterday 
that its next big takeover 
would not require a share 
issue. 

At the same time, it said 
an unspecified proportion of 
the $2hn - needed to cover 
its planned $2.6bn purchase 
of the Giant Food chain in 
the US - would come in the 
form of convertible bonds. 

The statements were 
designed to reassure inves- 
tors made nervous by the 
turbulence in world markets. 

Ahold Is the Netherlands’ 


biggest secondary issuer of 
equity, with which it rou- 
tinely funds earaings-enhan- 
ring expansion abroad. 

It reported yesterday a 27.8 
per cent boost in interim net 
profits to FI 564.4m (3286m). 
or FI 1.01 a share against 
FI 0.83. Its shares rose 60 
cents to FI 61.90 against a 
Calling Amsterdam bourse. 

“After consolidating Giant 
Food and a successful com- 
pletion of the offering, we 
are in such good shape that 
we can afford to make a 
fairly sizeable acquisition 
without the support of 
equity markets," said Cees 
van der Hoeven, president. 

Michael Meurs, chief 
financial officer, said this 


could include a purchase 
next year on the scale of 
Giant The company would 
dedde next Monday on the 
mix of bonds and shares in 
tbe latest offering, which 
runs from September 10-24. 

In March. Ahold raised 
Fl2bn to finance invest- 
ments in Argentina and 
Chile and provide a pool for 
medium-size deals. That 
offer was priced at FI 67, 
near their peak. “Someone 
who bought then may be a 
bit of an unhappy person.” 
Mr Meurs conceded. 

But the group said it was 
raising its target for per- 
share earnings growth from 
15 per cent this year to 20 
per cent for 1999. That 


reflected its expectations for 
the Washington DC-based 
Giant, from which it sees 
$30m in synergy benefits 
next year and $50m in 2000. 

In Asia, where operating 
losses in the 28 weeks to 
July 12 widened to FI 42.6m 
from. FI 38.1m, Ahold expects 
break-even in 2000. Global 
revenues at FI 29bn were op 
13 per cent 

• De Boer TJnigro, 
Ahold's main domestic ;rtval, 
lifted its first-half net profits 
14.1 per cent to FI 52.7m. It 
expects to match that trend 
in the current six months, 
before its proposed merger 
with Vend ex Food is taken 
into account. Shareholders 
vote on the deal next month. 


Investcorp targets Leica Geosystems 


By Jane Martinson, 

Investment Correspondent 

Investcorp. tbe Bahrain- 
listed Investment company 
best known for its purchases 
of luxury goods groups, yes- 
terday moved into the Indus- 
trial measurement market 
with the proposed purchase 
of Leica Geosystems for 
SFr450m <S3I2m). 

The planned acquisition 
marks the end of the 
long-standing relationship 
between the Schmidheiny 
family, one of the wealthiest 
in Switzerland, and tbe 
Leica brand name. 


Investcorp is to pay Lancet 
Investments, the company 
controlled by Stephan 
Schmidheiny. the head of 
the family, in a combination 
of cash and loan notes. 

Johannes Huth, a member 
of Investcorp 's management 
committee, said the 
company was keen to 
expand into the specialist 
precision measurement 
market and was looking 
for further bolt-on acquisi- 
tions. 

Investcorp aims to expand 
the global positioning 
systems side of Leica, which 
produces measurement 


devices for surveying prop- 
erty. Mr Huth said this 
satellite-based system had 
many unexplored uses in 
areas such as agriculture 
and mining. 

He added that the price, at 
less than Leica 's turnover of 
SFr460tn in the year to 
March, was a “good one”. 
However, Lancet, a private 
company, refused to reveal 
last year’s profits. 

Mr Huth' said there were 
no plans to cut Leica's 2JJ50 
workforce. Existing manage- 
ment win continue to run 
the company. 

The deal represents Invest- 


corp 's • fourth European 
acquisition this year. Mr 
Huth said yesterday that the 
current market turmoil had 
increased buying opportuni- 
ties. 

The group, which has pre- 
viously bought companies 
such as Saks Fifth Avenue, 
has bought little in the lux- 
ury goods market in the pa$t 
few years. Mr Huth said yes- 
terday it saw greater poten- 
tial in industrial sectors or 
consumer branded products 
in Europe. 

Leica Geosystems is not 
connected to the camera 
company of the same name. 


By Jenny Luesfey 


A second-quarter slowdown 
1 at Clariant, the Swiss speci- 
ality chemicals group which 
is one of the industry’s fast- 
est growing companies, yes- 
terday cast further gloom 
over the sector, with ana- 
lysts downgrading profit 
forecasts across tbe board. 

Clariant last month 
announced that sales in local 
currency terms had risen 
l per cent in the second 
quarter. This compared with 
9 per cent in the previous 
quarter and more , than 10 
per cent ih the second half of 
last year. 

Yesterday, the group also 
reported a slowdown in prof- 
its growth. Operating 
income rose 19 per cent in 
the first half to SFr565m 
($391. Bin). on sales of 
SFr5-01bn. This compared 
with a 53 per cent rise in 
operating profits in the first 
half of last year. 

The Asian crisis cut sales 
by SFriOOra in the first six 
months and dented some of 
the group's American mar 
kets, with US sales of elec- 
tronics chemicals particu- 
larly hard-hit. 

Across its portfolio, Clar- 
iant reported a 2 per cent 
decline in chemical prices. 
However. Roland Ldsser, 
chief financial officer, said 
Clariant still expected 
double-digit net income 
growth in 1998, aided by tax 
reductions arising from the 
integration of the speciality 


chemicals business acquired 
from Hoechst, of Gennahyr: 

He also predicted 
improvement" in operating 
- income this year, thaaksr-ttir 
cost-cuttingi and reaJHrtnetT 
the group's expectation 
it would meet its 1999 target 
of a 15 per cent retum:,on 
sales in all divisions. 

In the first half. Hie 
group's return on sales 
reached 12.3 per cent, com- 
pared with 10.9 per cent .a 
year earlier. The group was 
downbeat about prospects 
for tbe sector as a whole, 
predicting pricing pressures 
through into next year. . 

Tony Cox. chemicals ana- 
lyst at Dcesdner Kleifrwort 
Benson, said Clariant’s. com- 
ments on the sector's hut- 
look had prompted a series 
of profit downgraded 

It was now dear the down- 
turn in the petrochemicals 
Industry, caused by fhe Addi- 
tion of too much new capac- 
ity, was being accompanied 
by a slowdown in speciality 
chemicals, triggered by 
declining markets. 

Another analyst said the 
results were particularly 
gloomy from one of the sec- 
tor’s most aggressive com- 
petitors. "With US speciality 
chemical companies down- 
rated as a result of undercut- 
ting. we are now seeing 
Europeans losing momen- 
tum as well. If they are re- 
rated too. the change could 
be permanent." he said. 

Lex, page 12 
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company, Anglogold. 

Mr Slack would not be 
drawn on the price Minorco 
wanted, and denied Anglo 
American was orchestrating 
the sale for the benefit of 
Anglogold. “The decision to 
look at selling was ours.’’ 

Rob Davies, analyst at ING 
Barings, suggested the gold 
operations were worth 
between 8445m and 8542m. 

He said cash would be 
preferable because Minorco 
needed to reduce its debt, 
which stood at 83.7bn at 
June 30. Interest payments 
would soon begin to bite and 
“Minorco will be pushed to 
make any money next year. 
This company is crying out 
for restructuring.” 

In the half-year, Minorca's 
sales increased from $3bn to 
83.2bn and operating earn- 
ings fell from 8407m to 
8303m. Earnings per share 
were down from 88 cents to 
56 cents. 


NEWS DIGEST 


CARMAKING 


Quandts deny they will 
alter stake in BMW 

The Quandt family, a leading shareholder in BMW, the 
German carmaker, yesterday dismissed speculation that it 
Intended to alter its equity holding in the company after 
.Ferdinand PiSch, Volkswagen .chairman, was reported this. .. 
week to have.sald thal VW .cbertd acquire about one-qtlar- '< 2 
ter of BMW’s shares? “All presumptions about a change In 
the position of the Qiiandt family and their commitment to 
BMW for almost 40 years is false." a Quandt family state- 
ment said. 

. The Quandt family owns about 49 per cent of BMW 
shares. The statement was issued by Quandt family mem- 
bers Johanna Quandt, Susanna Kiatten (nde Quandt) and - 
Stefan Quandt Johanna and Stefan Quandt each own 
about 17 per cent of the company’s shares, while Susanna 
Kiatten has about 13 per cent Reuters, Frankfurt 

TUNISIA 


Cimpor acquires Jbel Oust 

Cimpor. Portugal's biggest cement group, has acquired 
100 per cent of Soctett des Ciments de Jbel Oust, a Tuni- 
sian cement company with production capacity of 1.2m 
tonnes a year, for Es38J2bn ($21 3m). The plant, which 
accounts for 22 per cent of cement sales in Tunisia, 
Increases Clmpor’s total capacity to 12.5m tonnes and is 
forecast to represent 7.5 per cent of total sales and 4 per 
cent of operating profits. Peter Wise, Lisbon 


ROM TELECOM 

SBC pulls out of bidding 

The Romanian government’s efforts to privatise Rom Tete^ 
com suffered a -further setback yesterday with the 
announcement by SBC Communications of the US that it*' -' 
was pulling out of the bidding for a strategic shareholding f- 
in the state-owned telephone operator. 

SBC’s withdrawal follows similar action last week by ' - 
KPN, the Dutch telecoms group, and leaves Romania with 
only two prospective bidders - Telecom Italia and DTE, 
the Greek telecoms group. SBC had been negotiating for 
months to join a bidding consortium with OTE, but said ft 
was pulling out after making “a comprehensive analysis of 
the opportunity". Final binding offers to purchase a 35 per 
cent stake in Rom Telecom are to be submitted by the 
end of October. Goldman Sachs Is advising the Romanian 
government Kevin Done, East Europe Correspondent 

GERMANY 

Preussag refocus pays off 

Preussag, the German industrial and trading group, yester- . 
day announced a 50 per cent increase in operating profits 
at the nine-month stage, to DM522m ($298m). Michael 
Frenzel, chairman, said the strong growth represented the . 
first benefits from the decision to refocus from heavy, met- ’ 
al-based activities towards service businesses, such as 
travel and tourism. He expected the trend to continue 
through the fourth quarter, which ends on September 30. - . 

Nine-month sales were up 5 per cent at DMi8.9bn, 
while pre-tax profits more than doubled to DM 846m, 
boosted by the Inclusion of DM324m from the sale earlier 
this year of the company's steel-making business. Preus- 
sag said tourism and logistics was the biggest contributor 
to profits. Profits at the energy and raw materials business 
were described as satisfactory. 

Frederick Stfidemann, Berlin 


SOUTH AFRICA 


Gencor chairman resigns 

Brian Gilbertson, who masterminded the restructuring of 
Gencor, the former South African conglpmerate, yesterday ' 
announced his resignation as chairman of both Gencor 
and Gold Reids Ltd to devote his attention to Billiton, the ' 
London-based metals group spun off from Gencor last 
year. Michael McMahon will take over as executive chair- 
man of Gencor, now an Investment holding company 
focused on precious metals. Victor Mallet, Johannesburg 


• 

• „ 

■ ' ‘ /-• . 

; ' v \y, - 



- ' r * • , " v . 






#> 1 












£> /dSo 


FINANCIAL TIMES FRIDA Y SEPTEMBER 4 1998' 


®t Rolls-Royce 

ROYCE 




at e*jvr 
MW *2 ;r-tn 


A COMPANY THE 
WORLD LOOKS UP TO 


frv.\7Kw5 








§ 




$>■ 




Sffp! 


Rolls-Koyce p ) C is a highly successful 
international engineering company at the 
forefront of technology for the aerospace, 
defence and energy markets. 

With customers in over 135 countries, the 
company is one of the L ; Ks most important 
exporters and has current announced orders 
in excess of £10 billion, 

Rolls-Royce pic offers the world's broadest 


- 


range of engines for the civil aerospace and 
defence markets, providing the power for aircraft 
in over 300 major airlines and 130 armed forces. 
The company's recently introduced "Trent 


family' of engines is one of the most advanced 


and successful aero-engine families ever 
produced. Last year the Trent secured S0°-'o 
of all orders for the latest generation of 
wide-bodied aircraft. 







This strength in the air is also evident on land 
and at sea, where Rolls-Royce engines are used in 
vital power stations, for oil and gas applications 
and to power the ships of 30 navies worldwide. 

Rolls-Royce pic is a company the world looks 
up to for the highest technology and the most 
advanced products and services. World leading 
engines that are providing power today and for 
the new millennium. 


Advanced power systems for tomorrow's world 


Roiis-Royce pSc, $5 Buckingham Gate. London 5W1 c 6 AT. 


http://www.roMs-royce.com 
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OIL EXPLORATION COMPANY TO REIN IN ACTIVITIES 




Low oil price and write-offs hit 



By Robert Comne 

Enterprise Oil, Britain's 
biggest independent oil 
explorer, yesterday reported 
an 8S per cent collapse in 
first half, p re-exceptional net 
profits to £!2m (S20m) as a 
result of low oil prices and 

heavy exploration write-offs. 

An exceptional gain and 
one-off payment totalling 
£53 m boosted net profits 
after exceptions to £45 m. - 
compared with £80m last 
time. But investors reacted 
badly to a set of results that 


Graham Hearne, chairman, 
admitted were “disappoint- 
ing". 

The decline was also 
prompted by the company's 
warning that the present 
dividend was unsustainable. 

Pierre Jungels, chief exec- 
utive, said the company was 
taking action across the 
board to make itself more 
resilient to a prolonged 
period in which oil prices 
might stay below 515 a bar- 
rel. 

The main actions being 
considered include a sharp 


reduction in exploration 
expenditure, from £180m this 
year with an expected write- 
off of SO per cent. »to 
£L25m next year with a proj- 
ected write-off of 60-70 per 
cent. 1 

Enterprise has the second 
highest exploration spend 
per barrel of oil produced In 
the independent sector, with 
only Anadarko of the IIS 

higher. 

The company expects to 
rein in exploration activities 
in Asia. Latin America and 
Eastern Europe, and concen- 


trate instead on its core 
areas of the UK, Norway, 
Italy and the US Gulf of 
Mexico. 

It hopes to shave 20p off 
its £5.83 average cost of pro- 
duction through "self-help" 
measures, but Mr Jungels 
said reductions on the order 
to 10 per cent would require 
changes to the company's 
reserve base. It also 
depended on industry-wide 
efficiency initiatives in the 
North Sea. 

He said the situation was 
so severe that companies are 


on the point of appealing to 
the UK and other govern- 
ments to relax some of their 
exploration commitments. 

Although Enterprise yes- 
terday confirmed that it is 
maintaining the interim divi- 
dend at &9p a share, Mr Jim- 
gels declined to comment on 
how big a cut may be in the 
offing next March. ' •- : - 

Mr Jungels insisted that 
Enterprise is in better funda- 
mental sbape than some of 
its competitors. He said 
Enterprise wanted to assure 
investors that it was taking , 


actions that would lead to 
.sustained gfowth even if oil 
pribeS stayed ielow $15 a 
.barrel .'for tire next-three to 
four years. 

He said a - recent . asset 
review; disclosed^ that all 
existing fields cbfiiribute to 
earnings even, at a Si2 a bar- 
rel off price, white all new 
projects show an internal 
rate of .return above .15 per 
cent with crude prices 
between $12413 a barrel, the 
level at which crude prices 
have been fluctuating in 
recent weeks 



National Express enters US bus market 


Phil White 


RESULTS 


By Jonathan Ford 

National Express, the public 
transport operator, yester- 
day made its first move into 
the US bus market with the 
acquisition of Crabtree-Har- 
mon, an operator of school 
bus services in Midwestern 
states, for up to $37.5m 
including assumed debt. 

Crabtree-Harmon is the 
seventh largest school bus 
operator in the US, with 
1.200 vehicles and 82 con- 
tracts to run services in 
Missouri, Kansas, Iowa, 


Oklahoma. Utah and Colo-, 
rado, Last year it made pre- 
tax profits of $1.5m on sales’; 
of $40m. 

It is National Express’ sec- 
ond deal in the US. In April 
it was named as preferred 
bidder for Stewart airport ■ 
near New York. Since last 
year the group has been ■; 
seeking to enter the US ■ 
school bus market, which it 
regards as immature and . 
fragmented. There are about . 
430.000 school buses in ser- ‘ 
vice in the US serving 23.5m 1 
children, or 55 per cent of 


pupils. Only 30 per cent of 
the bus services are pri- 
vately run, although that 
proportion is growing. The 
private industry remains 
highly fragmented. 

Prior to the deal with 
Crabtree-Harmon. National 
Express was in talks to buy 
Atlantic Express, the third 
biggest operator. However, 
those broke down earlier 
this year. In June. Atlantic 
Express launched a $75m 
legal action against the 
group, alleging misuse of 
confidential information and 


that National Express had 
impeded its attempts to buy 
Crabtree-Harmon. 

Atlantic Express refused 
to comment yesterday, other 
than to say it was proceed- 
ing with its action. National 
Express said the two sides 
were exchanging informa- 
tion and it would contest the 
action vigorously. 

Phil White, chief executive 
of National Express, said the 
group chose Crabtree-Har- 
mon because of its good rep- 
utation for service. 

He said that Crabtree-Har- 


mon, together with Stewart 
airport, would provide a 
“platform for further growth, 
in the US". . 

The group is looking at 
further acquisitions in the 
school bus sector. 

National Express is paying 
an initial $l4.5m. with 
deferred payments of up to 
$A5m dependent upon prof- 
its in the next two years. It 
is also assuming debt 
amounting to J18-5m at the 
end of June. Crabtree-Har- 
mon will continue to be run 
by its present management. 





It is no surprise to see Enter- 
prise Oil blaming its plum- 
meting earning* on 
extremely difficult-conditions 
in its industry.- Asyotif price 
forecasts, for 1998-2QCK} . drift FyX 
downwards on Opec-back?lifL- 
ing and weak oil demand . v the '?»?*/ 
hoped-for second half -rally 
towards $18-520 perbarifel 
looks a lost cause. Explore- 
tion and production stocks, vifoor 
meanwhile, have languished, 
underperforming the UK 
market by 51 per cent over 12 y £ 
months. And even though ' f/cJ®*- 
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8.6 

(85) 
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25 
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22 
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IO 

(14-7L4) 

14.6 
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Restaurants and 
pubs hit by fall 
in food sales 


By John WUIman 

Britain's pub and restaurant 
groups are expected to 
report a downturn in trading 
conditions later this month, 
following a sharp fall in food 
sales over the summer. 

Bad weather, the impact of 
the strong pound on tourism 
and a decline in consumer 
confidence has led to a &4 
per cent fall in food sales in 
pubs in the three months to 
August 4 compared with the 
same period last year. Sales 
In pubs and restaurants com- 
bined are down 7.6 per cent 
over the same period, . 
: according to : Taylor Nelson 
Sc ires. the market research 
group. 

The news comes after a 
period during which invest- 
ment in managed pubs has 
been more than £lbn 
($l.65bn) a year, much of it 
to increase high-margin food 
capacity in anticipation of 
conti nui ng growth in eating 
out. 

Concern over trading con- 


ditions in pubs and restau- 
rants led to profit down- 
grades yesterday for Whit- 
bread, the brewing and 
hotels group, from two Lon- 
don stockbrokers. Goldman 
Sachs reduced its full-year 
pre-tax profit forecast to the 
end of February from £395m 
to £382 m while Lehman 
Brothers cut Its forecast 
from £388m to £372m. Whit- 
bread shares fell I7p to 720p. 

In mid-August Allied 
Domecq, which has more 
than 2.000 managed pubs, 
warned that poor weather 
had hit pub sales, with a 
slowdown in. the growth of 
flood steesT'tast week. Scot- 
tish & Newcastle, the UK's 
largest brewer, warned of 
more difficult trading in its 
2,600 pubs. 

Pub operators due to issue 
trading statements later this 
month Include Bass, Green- 
alls and Wolverhampton & 
Dudley- 

Some smaller regional 
groups issued warnings ear- 
lier in the year. 


most are trading at substare - r *" 

tial discounts to net asset 
values, predators appear to 
be bolding out for signs of life in the oil price before 
pouncing. 

Enterprise's results will only have deepened the gloom. 
Pierre Jungels. '•frfof executive, prides himself on being fust 
to have spotted warning signs for the sector. But he clearly 
failed to follow through with a cost-slashing programme, to 
mitigate the impact of today’s $12-$13 a barrel world Exclu- 
ding exceptional items, an earnings fall of 85 per cent is poor 
even. by. the- standards of the sector. True. Enterprise’s 
average realised oil price fell 33 per cent, but countervailing 
moves to reduce costs have been Inadequate. . ; 

At a 20 per. cent discount to net asset value - after 
yesterday's 12 per per cent share price fall - Enterprise 
should be supported by a high-quality asset base and belated 
cost-saving measures. But rapid earnings recovery seems 
unlikely until the oil price starts to rise. 

Sfiell/Texaco 

Shell's plan to forge a European downstream alliance with 
Texaco makes good sense. Although the stock market is 
looking for the next mega-merger. Shell's regional joint 
ventures' are also a valid way to create shareholder value. 
Intense competition, overcapacity and the high cost of envi- 
ronmental compliance have depressed refining and retailing 
returns and increased the need for rationalisation. While not 
on the same scale as BP/Mobil’s downstream venture or a 
s imilar pooling with Texaco by Shell in the US, this deal's 
initial savings target of $200m is a decent start. With Shell 
firmly in the driving seat - it will own 88 per cent of the 
merged operation - there should be no problem of control or 
blurred lines of accountability. As this deal does little for 
Shell in core European markets such as France. Germany 
and Italy, this will not be its last such move. 


Thistle sells 30 
hotels to Pamco 


By Scheherazade 
Daneshkhu 

Thistle Hotels is expected to 
announce at its interim 
results next week plans for a 
share buy-back of up to 
£200m ($330m>. It will be par- 
tially financed the rash 
sale yesterday of ^hotels 
for £66m to Pamco, a subsid- 
iary of Lehman Brothers, the 
US investment bank. 

The mostly small, provin- 
cial hotels had a book value 
of £93m and made profits 
last year of £8.7m. They will 
be managed by Peel Hotels, 
the Aim-listed hotels com- 
pany established by Robert 
Peel. Thistle's former chief 
executive. Lehman is 


PROFIT UP 39 PER CENT 

AMEC p.I.c., the international engineering, construction 
and development group, reports on the first half of I 998. 

Highlights 

• Increased contributions from. SPIE Group and AMEC Process and Energy 

• Sound net cash position £32.3 million (.30 June 193? £3.4 million) 

• Order book maintained at £3 bilhon 

• 37 per cork increase in diluted earnings per share tc 3.2 pence 

• 20 per cent increase in interim dividend to 2. i ponce, covered 2.5 times 



SIX MONTHS 
ENDED 

1 30 JUNE 1W8 

C MILLION 

Turnover (group and share of joint ventures) ) ,722.3 

SIX MONTHS 
ENDED 

30 JUNE 1997 

L MILLION 

1313.6 

PERCENTAGE 
CHANGE , 

+ 14% : 

. Total operating profit before exceptional items 

24.0 

17.9 

+ 34% J 

Profit before exceptional items and taxation 

• 223 

16.0 

+ 39% 

Profit before taxation (1997 includes £24.2 m 

22.6 

40.2 


. profit on sale of Egypt Gas) 




Net cash 

623 

8.4 

: 

■ Shareholders' funds 

205.1 

197.5 

- 

i 

' {Diluted earnings per ordinary share 




Before exceptional items 

S.2p 

3.8p 

+ 37% ■ 

After exceptional items 

53 P 

9.4p 

; 

r Dividend per ordinary share 

2-»P 

1.75p 

+ 20 % 

The interim dividend of 2. Ip por time will be paid 

on 4 January 1999 to ordinary 


■ shareholders on the xegjsiej on 30 October 1998. 
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- robust profit streams from our longer-term services and investment 
businesses Our overall order book has been sustained during the year 
. sc far. at a level of around £3 billion, without compromising the principles 
of selectivity which underpin quit. approach to the market. J j 
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A theme of putting companies 
together in bite-sized pieces 

Part of a co-operative trend sweeping the 
oil world: Robert Corzine assesses the 
latest link-up, between Shell and Texaco 


T he proposed European 
refining and marketing 
joint venture between 
Royal Dutch/SheD and Tex- 
aco of the US is the latest 
example of a co-operative 
trend that has swept the oil 
world in recent years. 

It also reflects Shell’s 
strategy of dealing with spe- 
cific problems, such as its 
poorly performing European 
downstream interests, with 
solutions tailored to individ- 
ual regions or market seg- 
ments. 

Yesterday’s deal will 
result in the creation of a 
joint venture that will be 88 
per cent owned by Shell, 
with Texaco having a 12 per 
cent stake. It will cover 19 
refineries - 17 of which are 
already owned by Shell - 
and include almost 16.000 
retail outlets across Europe. 
12554 of which are now con- 
trolled by ShelL 
In the aftermath of last 
month's takeover of Amoco 
of the US by British Petro- 
leum, there has been a ten- 
dency to see any sign of 
incipient cooperation among 
leading oil companies as a 
precursor to a possible 
merger. But analysts point 
out that the trend towards 
regional co-operation - espe- 
cially in areas such as refin- 
ing and marketing, where 
capital requirements are 
generally large while returns 
can all too often be mea- 
sured in single digits - is 
well established. 

"Such strategies are not 
headline-grabbing tike full 
mergers.’* said Paul Sped- 
ding, oil analyst at Dresdner 
Kleinwort Benson in Lon- 
don, yesterday. "But in 
aggregate they can be very 
effective." 

Shell bas already placed 


all its US downstream assets 
in two joint ventures, both 
of which include Texaco. It 
recently announced a simi- 
lar arrangement in Australia 
with Mobil of the US. 

Shell's preference for 
regional solutions as a way 
to bolster returns in poorly- 
performing businesses is a 
theme that has been heavily 
promoted by Mark Moody 
Stuart, chairman of Shell’s 
committee of managing 
directors: “It may be much 
better and easier to put com- 
panies together in bite-sized 
pieces.” be said recently. 

Yesterday’s deal, however, 
is unlikely to be the last that 
Shell does in Europe. Shell 
executives say they want to 
be number one or two in 
those markets in which they 
choose to operate, or have a 
minimum 20 per cent market 
share. Figures compiled by 
Wood Mackenzie, the oil 
industry consultants, show 
that even after yesterday’s 
announcement Shell still has 
small shares of the retail pet- 
rol market in some of 
Europe’s biggest countries, 
such as Spain (3.9 per cent), 
France (7 per cent) and Italy 
(7.1 per cent). 

This week Shell said it had 
held talks with other compa- 
nies as well as Texaco. But 
some European-based com- 
panies may not be as keen as 
Texaco to submerge their 
interests in what will clearly 
be a Shell-dominated group. 

■’Shell would not be the 
right partner for us." said 
Thierry Desmarest, chair- 
man of Total of France. 
“There is simply too big a 
difference in size. Besides, 
we want to maintain a down- 
stream presence in Europe, 
and our downstream assets 
are performing quite wen." 


The strict limits imposed 
on the SbeU-Texaco link dis- 
appointed some analysts, 
who questioned the exclu- 
sion of several high growth 
or high margin business seg- 
ments. Products such as 
liquefied petroleum gas and 
aviation fuels are not cov- 
ered by the agreement. 

The relatively small size of 
Texaco's European down- 
stream network and the 
exclusion of such product 
lines “means it won’t really 
transform the economics of 
Shell’s business," said Jer- 
emy Hudson, European oil 
analyst at brokers Saloman 
Smith Barney. The expected 
annual cost savings of $200m 
were not enough to trans- 
form Shell's European down- 
stream returns, be said. 

Some analysts also ques- 
tioned the value of maintain- 
ing two brands in Europe. A 
similar arrangement is in 
place in the US joint ven- 
ture. and Mr Moody Stuart 
has said “it is not a bad idea 
to have multiple brands". 

However, be noted that in 
some cases where SheD has 
acquired retail chains from 
other companies, “we’ve lost 
some value in rebranding". 

Shell also seems prepared 
for regulatory problems. The 
deal raises possible competi- 
tion concerns in several 
countries. Shell will have to 
dispose of filling stations In 
the Netherlands. Disposals 
might also have to be made 
In Ireland. Luxembourg and 
Belgium. 

The big question, say ana- 
lysts. is whether Shell, 
which is the only interna- 
tional oil company with a 
presence in all 15 member 
states of the EU, can use 
such disposals in an' asset 
swap to secure meaningful 
positions is some of those 
Eu markets where it is lag- 
ging far behind. If it cannot, 
then withdrawal from some 
markets may soon follow. 




* 


believed to have outbid Men- 
zies Hotels, a 21-hotel chain 
which abandoned a market 
flotation this year. 

Thistle came under pres- 
sure to Improve its perfor- 
mance from Brierley Invest- 
ments, the New Zealand- 
: based group. . winch Jhol^s a 
46 per ceht -Sake. Ktirptens 
to sell Thistle were aban- 
doned last month, after 
Nomura International, the 
Japanese investment bank 
lowered its offer for the 
group. 

Thistle is considering Wji 
increasing its debt and sell- 
ing more hotels In order to 
return cash to shareholders. 

It has now raised £79m in 
hotel sales this year. 
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On its ten-year, billion-mile mission, the International 
Space Station will not make pit stops and its air 
system can never break down. So the grease for its fans and 
motors is not just a detail. It had to pass nearly as many tests 
as the astronauts and in the end a Mobil synthetic grease 
was the winner. What’s exciting is that we did not create 
this grease for outer space. You can buy the same material 


(Mobilith SHC® 220) for your bicycle, bus or paper mill. 
Which, to us, shows the value of how we do research, trying 
to make things better than necessary. No one asked us to 
develop synthetic lubricants, but we did — that is how real 
innovation works. You aim to exceed present-day expecta- 
tions so that when the future arrives, you're already there. 
To learn more, visit us on the Internet at www.mobiI.com. 
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PROFILE JOHN WESTON, BRITISH AEROSPACE 


Direct approach backs 
vision of integration 



Alexander NicoII on the former engineer who wants a unified 
European company to compete with merged US defence groups 


John Weston is 
F negotiating the very 
K — -'existence of British 
Aerospace - again. This 
time, however, the drcum- 
stances are very different 
from the aircraft maker's 
close encounter with bank- 
ruptcy in 1992. 

Then, Mr Weston was a 
key member of the manage- 
ment team which fought for 
the company's survival in 
the face of falling orders for 
defence equipment, and with 
regional aircraft and car 
businesses making huge 
holes in the accounts. 

“We were pretty close to 
having the company in the 
hands of the banks.’* Mr 
Weston says. “A lot of people 
in the company don't realise 
how close it was to the 
edge.” 

Next week a very different 
BAe will be on display at 
Famborough as the UK’s 
biennial air show takes place 
on the airfield next to its 
corporate headquarters in 
Hampshire. With a £22bn 
($36bn) order book and 
healthy profits, it is the pre- 
eminent European aerospace 
group. Sir Richard Evans, 
who this year stepped back 
from day-to-day manage- 
ment to succeed Bob Bau- 
man as chairman, and Mr 
Weston, who took over as 
chief executive, will he the 
people everybody wants to 
talk to. 

In spite of the remarkable 
recovery, Mr Weston is 


keenly aware the longer- 
term security of BAe cannot 
be taken for granted. 

Airbus, in which BAe has 
a 20 per cent interest, has 
seen a surge in orders. On 
the military side, BAe is 
building Eurofighter. Nim- 
rod maritime patrol aircraft 
and Hawk trainers. Torna- 
dos are still being made for 
Saudi Arabia and upgraded 
for Britain's Royal Air Force. 

But while BAe and its 


‘Quite often, 
people set 
tougher targets 
for themselves 
than they would 
accept from 
managers’ 


European counterparts have 
been coping separately with 
the downturn in military 
orders since the end of the 
cold war. US defence compa- 
nies have been getting 
together. A series of mergers 
and acquisitions has left 
three companies - Boeing, 
Lockheed Martin and Ray- 
theon - each far bigger than 
any European rival. "Their 
size does give them a big 
opportunity to get the cost 
out.” Mr Weston says. 


He has a vision of how 
Europe should deal with this 
challenge: by creating a uni- 
fied aerospace and defence 
company. But this could not 
be done simply by the strong 
acquiring the weak, as in the 
US. To be successful, 
“Euroco** - as BAe dubbed it 
- would have to retain the 
confidence of the govern- 
ments which are the main 
customers of each of the 
companies which might be 
absorbed into it Because of 
the highly political nature of 
defence procurement, each 
country must feel it would 
benefit from Eur oca's suc- 
cess - otherwise there would 
be no reason to favour It 
over the Americans. 

It is Mr Weston's delicate 
mission to pilot BAe into 
what would be a uniquely 
structured European com- 
pany on terms which con- 
vince shareholders they 
would be getting something 
better for their BAe shares. 
BAe in its present form, as 
well as Aerospatiale of 
France, Daimler-Benz Aero- 
space (Dasa) of Germany and 
perhaps other companies, 
would disappear and become 
part of the new entity. 

The vision might seem no 
more t han wishful thinking. 
In spite of strong govern- 
mental support, it is cer- 
tainly slow in coming to 
pass. But Mr Weston’s 
straightforward, step-by-step 
approach gives confidence it 
might actually happen. 


An engineer, Mr Weston. 
47, joined what was then 
British Aircraft Corporation 
at the age Of 18 as an under- 
graduate apprentice before 
winning a first class degree 
at Cambridge University. He 
spent most of the 1980s 
closely Involved with BAe's 
sales of aircraft to Saudi 
Arabia, and took charge of 
the defence side just as the 
company reached its 1992 
nadir. 

Mr Weston describes as 
“knocking off problems” a 
process which has not only 
returned the company to 
prosperity but also revolu- 
tionised the way in which it 
operates. 

It was not just a matter of 
stopping the financial hae- 
morrhage from regional air- 
craft, selling the Rover car 
business and winning 
another order from Saudi 
Arabia. BAe had to be sure 
that if it won new orders, 
they would be sufficiently 
profitable. That meant a 
drastic improvement in pro- 
ductivity. 

Within BAe Mr Weston is 
given much of the credit far 
initiating changes in work 
practices which went along- 
side thousands of redundan- 
cies and the closure of facto- 
ries Including one at Preston 
in BAe's Lancashire heart- 
land. 

“We had to get people 
away from the idea that they 
were working for a big rich 
company and that their pros- 
perity depended on how well 
the trade unions did in nego- 
tiations,' 1 Mr Weston says. 
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John Weston: ‘A lot of people in the company Pont realise how dose it was to the edge' 


BAe's strategy was to com- 
municate directly with its 
workforce and to begin 
changes within individual 
businesses. This has led to a 
company-wide empowering 
of staff, a huge Improvement 
in relations with unions, and 
- helped by computer tech- 
nology - big changes in air- 
craft design and manufactur- 
ing processes. 

“We took out layers of 
management and introduced 
much more participation in 
the business planning pro- 
cess,” Mr Weston says. “In 
the best business units, more 
than half the people are 
involved. Quite often, people 
set tougher targets for them- 
selves than they would 
accept from managers.” 

The change in culture is 
applauded by union leaders 
and by workers who say 
they have been given respon- 


sibility to think how best to 
do their jobs. 

John Deans, convener of 
shop-floor unions at the War- 
ton plant in Lancashire, now 
takes part in BAe’s market- 
ing campaigns. He says of 
the days of poor industrial 
relations: “We had power 
then, but what did all those 
walk-outs achieve? At the 
end of the day. unless we gel 
orders, and there are aircraft 
waiting to take off. I won’t 
be representing anyone.” Mr 
Weston says: “People now 
realise that they are masters 
of their own destiny.” 

Such a transformation 
gives cause for confidence 
that BAe can proceed to the 
next step: integration with 


other European companies. 
This too presents seemingly 
insurmountable obstacles, 
such as the French state's 
large holding in its defence 
industry. 

For BAe, it is unacceptable 
for any state to have a stake 
in the future European 
group, it fears governmental 
Influence would prevent the 
company from being run on 
commercial lines and limit 
benefits to be gained from 
rationalisation. The determi- 
nation of BAe and Dasa to 
press ahead - apparently 
with or without the French 
- has already paid off with 
France's announcement in 
July that it would divest just 
over half of Aerospatiale. 


This is not enough for Mr 
Weston, who says: “They'Ve 
got another big step to take, 
which would be the privati- 
sation of the second half.” 

His approach is epitomised 
by the steady development 
of closer ties with companies 
such as Saab of Sweden, 
where BAe started with a 
technical assistance agree- 
ment and emerged this year 
with a 35 per cent stake. 

“The next steps will be 
determined by the art of 
the possible.” he says. “All 
things will be done step-by- 
step and it would be a 
brave man who could get his 
crystal ball out and think 
what those steps are going 
to be.” 
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A Euroflghter takes off on Wednesday at a preview of its display at next week’s Famborough air 
show, it was announced that the aircraft would be marketed outside Britain, Germany, Spain and 
Italy - the partner nations fn the project - as the Typhoon. A model dnpbying the new name 
was uitveBed Photographs: Ashley Ashwood 
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MIAMI SOBE 
DISTRICT 


18S Key Hotel property 
Tremendous Upside S20 mtffion 
Contact c omm er cia l assodaUt; 
Mlcbad Bellsle or John Ryan 
LINDA A GARY REAL ESTATE 

420 South Country Rd 
Palm Beach, Florida 334SD 
Fax (561)881-0330 
Td I ) 655-6SS1 




PALM BEACH 


1. Office Budding ki Pnme Palm 
Beach FranoU DWrict, 
20,000 eq. It 

2- Boutique Hotel with Rest- 
auranL Tremendous upside 
Contact commercial associates: 
Mic faa e l Begste -or- John Ryan 
LINDA A GARY REAL ESTATE 
420 South County Rd. 

Wm BctdL Honda 33480 
F«(S61)BS14n» 

Td (561)655-6881 




capitalist kicks, tourist tricks, monastic chicks 

Crunch time for Russia’s new kleptocracy, wide-eyed and breathless on 
the hidden trail to Machu Picchu, and autumn’s great fashion cover-up. 
All in how to spend it colour magazine, free with tomorrow’s Weekend FT. 
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FOR SALE* 

Prime Manhattan Apt Biddings 
Perfect REIT Acquisition 
Purchase from owner 
25% owner’s equity Merest 
117 East 77 SL, NYC 
320 East 52 St, NYC 
. Contact own&Vattnyj 
A fiSch, Esq (212) 34941700 


Horsr & Flat Fimm ks 


Purchases and Rentals 
Expert, independent. 

Phone and Fax 
+44 (0.) 181 - 398 - 8414 
FIine@mcmail.com 

20 Oaklands Avenue 
Esher KTIOSHX 


Foci's Homksi.akch 


FOR S ALE \ 
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EURO PRICES 


EQUITIES 


CURRENCIES & MONEY 


Europe back on downward path " 


SYNTHETIC EURO RATES 


Ckntno Change Grange CtaoQe Bangs 
rcflgoM an riey ai (tty% on neti treat* ^ig 


Synthetic Euro against the dollar 
Spereoro 


EUROPEANOVERVIEW 

By Martin Dfcksoq, 
Financial Editor 


Trans- European equity 
indices, fell sharply yester- 
day after Wednesday’s rally 
as early losses on Wall 
Street a {ailing 1 rouble and 
fears that Russian contagion 
wiH infect other emerging 
markets cast a shadow oyer 
bourses. 

The FTSE Eurotop 100 
index dosed down 61.86 at 
2,464.58 while the broader 
FTSE Eurotop 300 index 
ended at 1,068.08, down 29.06. 
Bonds rallied on safe-haven 
buying, with gilts outper- 

FTSCEurotop 300EurDhtoC' 

MW ■ - _ • 


forming. The FTSE Ebloc 100 
index, which tracks the larg- 
est companies in founder 
members of European mone- 
tary union, dropped 21.34 
points to 891.51. 

The decline was broadly 
based, though cyclical sec- 
tors and banking stocks 
fared particularly badly. 
Banks fell 5 2 per cent, with 
Deutsche Bank dropping Ecu 
2.9 to Ecu 54.42. Barclays 
down Ecu 1A at Ecu 17.57, 
and BNP down Ecu 3.4 at 
Ecu 53.38. 

Among cyclicals. paper 
and packaging dipped 3.34 
per cent, while chemicals 
were down 3.5 per cent and 
automobiles 4.85 per cent ' 


A weakening dollar dealt a 
further blow to German 
exporters such as Volkswa- 
gen, down Ecu 4.7 at Ecu 
62^2, and BMW, which lost 

Ecu 39.7 to Ecu 610.22. 

Oil exploration and pro- 
duction dropped 8.73 per 
cent, with Enterprise Oil 
falling Ecu 0.7 to Ecu 4.78 on 
concerns about its dividend 
policy and possible acquisi- 
tion plans. 

Sectors suffering the least 
included classic defensive 
areas such as food retailing, 
down 0.72 per cent, pharma- 
ceuticals, off 0.81 per cent, 
and utilities, which dropped 
0.62 per cent 

The telecoms sector fell 


3.22 per cent, with France 
Telecom down Ecu 3.5 at 
Ecu 64.99 and Tatefooica off 
Ecu 0J9 at Ecu 34.02. Deut- 
sche Telecom rose Ecu 0.6 to 
Ecu 25-56. 

Meanwhile, a report from 
Gary Dugan, European ana- 
lyst at J.p. Morgan, said 
there was stm further down- 
side risk to European equity 
markets. 

He argued that corporate 
earning forecasts were 
expected to be cut and the 
equity risk premium would 
rise in all markets. 

He believed there bad been 
a “structural shift - not just 
a transitory one -in the out- 
look for European markets". 
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At Credit Suisse First Boston our placing power and multi-currency, execution 
capabilities in the international debt markets have been long established. Ourcfientsrelyon 
us for leadership and innovation in the developing euro market Whether it 
is for a debut issue, the longest ever issue or an innovative floating rate structure. Change 
means opportunity. 
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INTERNATIONAL CAPITAL MARKETS 


Prices rebound as equity markets tumble 


NEWS DIGEST 


UKRAINE 


GOVERNMENT BONDS 


By Jeremy Grant in London 
and John Latiate to New York 


Prices rebounded after two 
days of weakness as equity 
markets tumbled and world- 
wide economic concerns re- 
infected government fixed- 
income markets. 

Weakness in the Russian 
rouble and Mexican peso, a 
slide in stock prices on Wall 
Street and Brazil, and tbe 
planned liquidation of a Jap- 
anese steel company, Toa 
Steel, provided a cocktail of 
woes for equity investors but 
saw investors rush back to 
tbe safe haven of govern- 
ment bonds. 


"The (recent] gains were 
always going to be a bit vul- 
nerable to renewed anxi- 
eties," said Steven Andrew, 
gilts strategist at Merrill 
Lynch. • 

Analysts said there was 
plenty of upside for bonds 
given that Russia's political 
crisis is far from reaching a 
conclusion. 

VS TREASURY prices 
were higher by early after- 
noon as equity markets 
plunged in early trading. 
The 30-year benchmark Trea- 
sury gained & to 102« . send- 
ing the yield lower to 5.321 
per cent but prices were off 
morning highs. 

Treasury bills were lower, 
but notes- traded on tbe 


upside. Ten-year notes rose 
£ at 104£. yielding 5.040 per 
cent, while two-year notes 
were up A to lOOg. yielding 
•L908 per cenL 

“AH eyes are on what the 
Standard & Poor's futures 
do." said Elliott Platt, direc- 
tor of economic research at 
Donaldson. Lufkin & Jen- 
rette in New York. "The 
market seems to be taking a 
pause because the dollar has 
come off so much." 

Friday sees the release of 
much anticipated employ- 
ment data and analysts 
expect another strong report. 
However, they say the num- 
bers will have to be adjusted 
to account for staff returning 
to work after the settlement 


of the strike at General 
Motors. 

Most expect the rise in 
payroll employment to range 
between 350.000 and 400.000. 

Stephen Hannah, chief 
economist at Industrial Bank 
or Japan in London, said tbe 
markets did not believe a 
reduction in interest rates 
was in the offing because tbe 
perception was that equity 
market weakness was help- 
ing to take tbe shine off the 
economy. 

“There’s a tendency to 
shift down the curve to lon- 
ger maturities because 
people are getting a little bit 
nervous about assuming a 
Federal Reserve easing 
soon.” be said. 


UK GILTS were boosted by 
flight to quality buying, with 
the global focus so dominant 
that investors largely 
ignored domestic data show- 
ing service sector growth 
had slowed significantly. 

The December 10-year 
future settled up 0.44 points 
at 112.29 in volume of 65,000 
contracts traded. In the cash 
market, the yield spread 
between the benchmark gilt 
and bund narrowed by 3 
basis points to 116 points. 

The Chartered Institute of 
Purchasing and Supply said 
its business activity index 
fell to a seasonally adjusted 
54.3 in August from 555 in 
July. Although a reading 
above 50 implies expansion, 


tbe figure was still the low- 
est growth rate for more 
than two years. 

Analysts said this was 
unlikely to be enough to con- 
vince the Bank of England to 
move on interest rates. 

GERMAN BONDS bene- 
fited from weakness in Ger- 
man equities, with activity 

dominated by global stock 
weakness and the roll-over 
from the September into the 
December bund futures con- 
tract. 

A Bundesbank decision to 
leave Interest rates 
un c h an g ed was expected and 
failed to move the market 

The December 10-year 
bund future settled up 0.60 
at 112.67 points. 


Debt restructuring seen 
as urgent by bankers 


Austria 

launches 

E750m 

issue 


INTERNATIONAL BONDS 
By Vincent Boland 


Highly-rated borrowers 
returned to the international 
bond markets yesterday with 
deals at prices that reflected 
the sharp spread-widening 
seen since the Russian col- 
lapse and Investor demand 
for high-quality paper. 

The REPUBLIC OF AUS- 
TRIA launched a tightly- 
priced E750m five-year Issue 
priced to yield five basis 
points less than tbe equiva- 
lent Austrian government 
bond, which market partici- 
pants described as very tight 
in the current environment. 

Bankers at ABN Amro, 
lead manager, noted how- 
ever that the spread was 15 
basis points wider than Aus- 
tria’s existing D-Mark issue, 
and 14 basis points wider 
than an existing guilder 
deal 


1 New international bond 
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Casablanca shares 
buck market trend 


By Bo ula Khataf 


"Austria never comes 
cheap, and it looks cheap 
compared to some of the ear- 
lier issues." one banker said. 

The issue is tangible with 
schilling-denominated gov- 
ernment paper to create “a 
sizeable benchmark issue” of 
more than E4.5bn. the 
banker said, adding that 
there was no existing five- 
year sovereign benchmark in 
euros. The new bond was 
trading late yesterday at tbe 
reoffer spread of five basis 
points over tbe five-year 
BTAN. 

FANNIE MAE reopened its 
five-year benchmark issue 


Cor the second time with a 
further $2ba tranche, bring- 
ing the total size of the April 
2003 bond to $9bn. making it 
the biggest international 
bond In issue. The tranche 
was priced at 45 basis points 
over the US Treasury bond 
of August 2003. 

The first’ tranche was 
launched in April at a 
spread of 18 basis points, and 
the second In early August 
at 27.75 basis points. Fannie 
Mae said yesterday's tranche 
would be the final reopening 
of the bonds. 

A banker at Credit Suisse 
First Boston, joint lead man- 


ager with Lehman Brothers 
and J. P. Morgan, said the 45 
basis points spread was in 
line with where the issue 
was trading in the secondary 
market. “All the very high-, 
quality triple-A bonds have 
performed in line with what 
the swaps market has been 
doing relative to Trea- 
suries.” he said. 

More than 50 per cent of 
tbe Fannie Mae issue was 
sold to international inves- 
tors. with good Asian 
demand seen. The issue was 
launched and priced into 
investor demand for such 
paper. 


While most Middle East 
| markets have taken a beat- 
ing in the emerging markets 
crisis, the Casablanca 
i bourse's composite index has 
risen 30 per cent in dollar 
terms this year. 

“It's like a greenhouse, 
with a lot of money inside 
and no alternative invest- 
ments.” said a London 
trader. Local brokers, how- 
ever, say a correction is 
inevitable, as price/earnings 
ratios move out of line with 
earnings expectations. 

Tbe strength of the bourse 
has been fuelled by local 
buying, with interest rates 
too low and mutual funds 
growing phenomenally. 

The Moroccan dirham is 
also not convertible for 
locals, which prevents 
investment abroad. Brokers 
say the rush of funds, while 
productive investment stag- 
nates, has prompted hints of 
concern from King Hassan. 

Some of the local money 
going into the bourse is 


being borrowed from banks, 
with three banks typically 
willing to lend up to 70 per 
cent of the stock purchase 
price. Analysts say the 
amounts are not significant 
but could prompt regulation 
to curb the practice. 

Only 10 per cent of the 
bourse's nearly Slobn capi- 
talisation is owned by for- 
eign investors, half of whom 
are from the Arab world. But 
with a shortage of liquidity, 
international selling shares 
in the past week have found 
many local buyers. 

“People have been calling 
us from the local market to 
ask for stock,” said a London 
broker. 

In an economy heavily 
dependent on agriculture, 
decent rainfall is promising 
more than 6 per cent real 
gross domestic product 
growth this year. 

However, broker Upline 1 
Securities local predicts cor- i 
porate earnings will rise 16 
per cent in 1998. while tbe ' 
market's average prospective I 
1996 p/e ratio has reached 20. i 


Ukraine's structural economic problems are so acute that 
it needs to press ahead urgently with a debt restructuring 
scheme, in spite of being dose to clinching a S2.2bn loan 
package from the international Monetary Fund, bankas 
said yesterday. They also suggested a devaluation of the 
hryvnia, the local currency, looked probable - even with 
the release of a first tranche of IMF funds, expected to be 
about $2 50m. 

Kiev last week unveiled the terms of a plan to resti ve - 
ture its domestic debt, in a move that mirrors Russia's 
efforts to save Itself from financial collapse. It is a volun- 
tary scheme and calls for Investors to swap their T-bills for 
two-year paper with a variable coupon. Like Russia, the 
Ukrainian government faces a budget shortfall as Interest 
payments and redemptions mount In the treasury bfli mar- 
ket The hryvnia has also taken a battaring as the Russian 
rouble has plummeted, and foreign exchange reserves 
have dwindled to about 5900m. 

Total outstanding bills - known as OVDPs - amount to 
1 l.9bn hryvnia ($5.2bn). of which 63 per cent is held by 
the central bank. 21 per cent by domestic banks and the 
rest by non-residents and foreign investors. The central 
bank said this week the debt conversion should cut 
redemptions this year to 900m-1bn hryvnia, but even with 
the release of the first tranche of the IMF funds, the gov- 
ernment’s financing gap will be more than Slbn this year. 

“In Ukraine, privatisation has just not moved forward at 
all. There's been little reform at toe micro level so industry 
isn’t competitive. So they're realty struggling; they just 
can’t finance themselves." said Tim Ash, economist at 
WestMerchant Bank. Jeremy Grant 


EGYPT 


Rating outlook improves 


Thomson BankWatch, the New York-based credit rating 
agency, yesterday changed Egypt’s rating outlook to posi- 
tive. following a similar improvement in outlook granted to 
Lebanon on Monday. 

The agency reaffirmed Egypt’s BB plus rating and Leba- 
non’s B plus. It said Egypt’s macroeconomic management 
remained strong and the tight fiscal discipline demon- 
strated since 1991 provided great confidence that the gov- 
ernment could, if needed, deliver further deficit-cutting 
measures. “Egypt seems to have embarked on a virtuous 
cycle of higher growth, rising investments, and rising 
savings." said the agency. 

In Lebanon, which suffers from huge budget deficits and 
repeated pressures on the local currency, Thomson Bank- 
Watch said the outlook had improved due to progress in 
reducing the fiscal deficit and inflation, rising foreign 
exchange reserves and a successful Slbn Eurobond issue 
in April. The deficit target of 14 per cent of gross domestic 
product for 1998 was within reach, it added. Route Khataf 
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CURRENCIES & MONEY 


Bears take charge of the US dollar 


MAR KEIS RBPORT 

By Richard Adams fai London 
and John Labate in New York 

The US dollar stumped 
analysts yesterday, tailing in 
value In Europe and the US 
as equity markets plunged in 
early afternoon trading and 
Treasury prices climbed 
higher on a new round of 
concerns about the global 
economy. 

By early afternoon the dol- 
lar was down against the 
yen, at Y 134.46, its weakest 
point since the last interven- 
tion by the Bank of Japan. 
Against the D-mark it 
touched a nine and half 
month low during trading in 
Europe, and recovered 
slightly in New York by 
noon, to DM1.7305. 

Currency analysts in Lon- 
don said the dollar’s weak- 
ness signalled what may be 
the end of its upward trend 
against European currencies 
for the past 18 months. 

In Europe, the dollar had 


ended trading hours at 
DM1.724. a fall of Z.6 pfen- 
nigs against the German cur- 
rency compared to the clos- 
ing level on Wednesday. 

The crisis in Russia, added 
to concerns about further 
Mis in other emerging mar- 
kets, sent Treasury bond 
prices soaring to record lev- 
els, but major currencies 
continued trading in a rela- 
tively narrow range, sending 
analysts mixed signals. 

While many in the market 
anticipate a cooling oft of US 
economic growth through 
the rest of the year, those 
prospects remain bright 
compared to a Japanese 
economy showing few signs 
of turnaround. 

“The only explanation that 
I find that has merit to it is 
that we have global margin 
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calls," said Marc Chandler, 
senior currency strategist at 
Deutsche Bank in New York. 

By this view investors are 
covered short positions into 
one of three main curren- 
cies, the D-Mark, the Swiss 
franc, and the yen, which 
they had previously sold to 
finance acquisitions of other 
assets. 

In addition Japanese insti- 
tutions have been forced to 
raise funds to cover losses. 

“There is some capital 
repatriation going on by the 
Japanese, but I have a feel- 
ing it is more than normal." 
said Michael Rosenberg, 
managing director of inter- 
national fixed income at 
Merrill Lynch. 

■ Yesterday's trade marked 
only the latest in unexpected 
currency moves since the 
Russian government was 
thrown into crisis and the 
rouble was devalued. 

Analysts expect that hedge 
funds and other investors - 
some of which have suffered 


1.86 



huge losses in the wake of 
turmoil in Russia and Asia - 
have had to sell holdings of 
some US dollar assets, in 
order to offset other losses. 

“In times of stress you 
may have to sell what you 
have a profit in," said Mr 
Rosenberg. 

Some are eyeing moves by 
the Japanese government as 
a main Issue in future cur- 
rency trading for the next 


several weeks. With expecta- 
tions of action to prop the 
economy dimming daily, any 
sudden move could set off a 
new round of selling dollars. 

■ The foreign exchange mar- 
ket may be exaggerating the 
importance of any deal 
between Japan's politicians 
over bank restructuring 

Ken Landon, Deutsche 
Bank’s currency analyst in 
Tokyo, said: “Japan has got 
huge problems. They are just 
at the beginning of cleaning 
it up - and they will have to 
spend a lot of resources." 

Mr Landon said the possi- 
ble sources of funds to 
refound the banking sector 
were all very negative for 

■OTHER CURRENCIES 
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the yen - increased taxes, 
deficit spending or printing 
money. 

Some traders in Europe 
and the US said the yen 
repatriation ahead of Japan's 
fiscal half-year end baa 
largely been factored into 
the market 

■ The informal agreement 
between Singapore's banks 
over unresolved ringgit for- 
ward contracts should calm 
the excitement. 

A group of banks agreed to 
terminate existing contracts 
that settle after September 9, 
and settle at a rate of M$4 to 
the US dollar. 

Yesterday the hanks' 
industry group, the Associa- 
tion of Banks in Singapore, 
said: “Customers are advised 
to contact their banks to set- 
tle their [ringgit] transac- 
tions as soon as possible and 
not later than 9 September 
1998. Each bank would have 
its own procedures for the 
settlement of such transac- 
tions.” 
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-2.17 

270 - 370 

148000 

140200 

140188 

1.1 

14189 

12 

144125 

15 

77.1 

T3i«5 

a? 

131729 

ir 

120(22 

20 

830 

Satan 

(501 

7.0964 

-0052? 939 - 989 

7.9558 

70570 

7.8077 

r2 

ixm 

12 

78278 

05 

832 

20701 

50 

20472 

50 

22587 

50 

108.1 

SatZHum 

(SR) 

1.4167 

JWCTR 

162-172 

1.4430 

14096. 

1.412 

40 

1.4027 

40 

13661 

16 

107.4 


« 

- 

- 

• 

- 

104.4 

UK 

a 

10813 

+00116 

808 - 818 

10891 

10687 

10786 

1.9 

10734 

10 

16534 

1.7 

104.7 

1.4E73 

-30 

1«04 

30 

1.4344 

12 

- 

En 

- 

1.1 428 

+001 53 

424 431 

1.1468 

1 1260 

1.1441 

-1.4 

11467 

-1.4 

1.1607 

-10 

• 

“ 


* 

" 

" 


" 

sun 

Amrateaa 

- 

0.74250 

" 


" 

" 

• 


" 

- 


" 

• 

• 

- 

- 

- 



- 

Iqatoa 

(Peso) 

00998 


998 - 998 

00996 

00996 

- 

- 



- 

- 


• 

- 

- 



- 

- 

Brad 

PS) 

1.1778 

4Cxnoa 

777 - 779 

1.1779 

1.1769 


- 

- 

. 

. 

- 


20829 

1J 

20758 

17 

25539 

'10 

760 

ranarta 

TO 

10385 

-0008 

380 - 390 

10395 

10315 

1038a 

-02 

15393 

-02 

1.5447 

-04 

770 


183693 -310 22L2B66 -309 
10734 10 10534 1.7 


1100 


ItartED Hew Peso! 
USA (S) 

PBdfcMttfcSHOXHn 


111175 +0.1B25 100 - 250 111300 111000 10.4225 -312 100775 -340 13.4675 -33.1 


113.4 



Aictrafti 

(AS 

29006 

+00378 

979 - 032 

23395 

28440 

2895 

23 

28853 

21 

28573 

15 

70S 

Austaa 

TO 

1.7252 

+00107 

241 - 262 

1.7422 

17038 

1.7244 

06 

17218 

08 

1.7111 

08 

776 


Hong King 

fra 

110384 

+0089 

237 - 331 

130855 

129324 

110436 

-1.4 

111195 

-28 

11655 

-48 

- 

Hang Kang 

pra 

77490 

-0CUE 

485 - 495 

7.7496 

7.74TB 

7.7705 

-13 

70402 

-4.7 

0259 

-06 



tram 

TO 

71 4783 

+04705 

434 - 101 

71.BBS0 

710870 

- 



- 

- 


- 

hdb 

TO 

425125 

-OXrt 

090-200 

425650 

425050 

429425 

-121 

437825 

-118 

47X075 

-106 



Mama 

090*1 

1857044 

+3707 

072-616 

1633600 

1740000 

1951163 

-60.4 

2150274 

-830 

2860122 

-54.0 

- 

hitanwta 

TOMll 

11050100 

+150 

000 - 000 

1120000 

1042100 

116S 

-624 

12850 

-652 

17300 

-566 



Israel 

(SW 

64872 

+01173 

7U7 - 007 

05037 

03977 

- 

- 

. 

- 

- 


- 

tad 

TOO 

18585 

+00435 

496 - 671 

30671 

30050 

- 

- 



- 

- 



Jap* 

m 

220169 

-3074 

017 - 330 

231210 

225560 

224024 

7.1 

222.179 

7.1 

211.449 

05 

1140 

Japan 

ffl 

134520 

-1315 

470 - 570 

138500 

133890 

133535 

52 

132775 

52 

127095 

40 

1134 


Mdayifl 

(TO 

03889 

+0044 

870 r BOB 

8 4186 

03429 

03786 

10 

03587 

10 

A 

U 

- 

■tatoysa 

NS 

30000 

- 

000 -000 

30000 

38000 

• 

- 

- 

> 


- 


V.J 

tea Zealand 

PS 

13590 

*00336 

556 - 623 

32873 

13196 

33546 

1.6 

33481 

13 

33378 

0j6 

903 

Hn&nkmf 

<HZS) 

1.9970 

+00062 

964 - 992 

20096 

10881 

2 MS 

-10 

20063 

-1J 

20351 

-1.4 






+05034 


73.1583 

727786 


-04 

74 421 

-80 

790398 

-04 

. 



414000 

. 

000 - 000 

435500 

413000 

41775 

-104 

44474 

-90 


-113 



Saudi Arabia 

'TO 

63065 

+00426 

042 -088 

03350 

02806 

63019 

00 

■02917 

00 

62537 

00 

- 

Sant teem 

pH) 

37510 

-00005 

507 - 512 

17512 

17506 

37543 

-1.1 

376 

-10 

37825 

-00 


-rSLmaS 






























Sown Africa 

m 

104461 

+0072 

336 - 566 

105072 

103549 

105744 

-148 

10.8306 

-140 

119248 

-142 

. 

5ndh AHca 

m 

02125 


075 - 175 

02405 

11950 

82095 

-160 

04725 

-107 

7.2125 

-101 



Sou* Kara 


233013 

-21 

210 - BIB 

224112 

222164 


- 

• 

- 

- 

• 

- 

Sou* Kama 

(Won) 

133000 

-105 

800 - 200 

134300 

132000 

- 

- 

- 

- 


- 

- 


Totem 

as 

504319 

+03697 

011 - 627 

588895 

580819 

584304 

00 

50 7081 

-10 

507752 

-23 

- 

Taman 

ns 

34.7540 

-002 

460 - 520 

34.7620 

34 7460 

34809 

-10 

31064 

-30 

30154 

-40 



Tfcttnd 

<B» 

685130 

*00397 

245 - 015 

687015 

670100 

600744 

-00 

70532 

-110 

746077 

-89 

- 

ibaKand 


407500 

+0.1 

500 - 500 

409500 

400500 

41.15 

-110 

4215 

-137 

45.12S 

-107 
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(SRmpoStoSvi BUVOr spmk n t* CkA> 5<a tBtM stnr OUT We Sra p*<« IK. Mnd 4 ECU w (pal ki |£ mrrsp IP Unpw nMMka 
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(*en 

Sett pries 

Ctange 

H* 

LM 

Ea. Mi 

Open U. 

Sep 

90460 

90455 

_ 

90465 

90450 

4.409 

41773 

Dec 

96.450 

90445 

+0.020 

90460 

90415 

6304 

81470 

■ THREE IHJHIH EUR0MARX FUTURES (1JFFQ* DM1 m points Oi 100% 




Open 

Sea price 

Change 

H0I 

Lw 

ESt Ml 

Open H 

Sen 

90495 

96495 

. 

90510 

90490 

54152 

484849 

Dec 

96385 

90400 

+0010 

90425 

90385 

59670 

53SS67 

tear 

90485 

96485 

+0015 

90510 

90465 

44179 

518205 

Jun 

90415 

96-445 

+0020 

90470 

90415 

26554 

282808 

■ ONE KOKTH EURDMAMt FUTURES (UFET DtOri potato of 10K 




open 

Sea price 

Change 

w 

Low 

es m 

Open taL 

Sen 

- 

90530 

- 

- 


0 

0 

Od 

• 

90520 

- 

- 

- 

0 

0 

■ THREE HOWm BJRHJRA FUTURES (LITE)* LlOOOm points of 100% 




Open 

Sea price 

Change 


Low 

EsL m 

Open taL 

Sen 

91040 

95030 

-0.020 

90060 

91030 

13328 

156750 

Dm 

96.160 

90170 

+0X710 

96200 

9E.140 

14041 

181735 

Mar 

90440 

90450 

+0010 

90460 

90440 

5212 

200289 

Jun 

90390 

90410 

+0020 

90430 

90390 

2E83 

64620 

■ THIS MONTH BM StRSS FRANC FUTURES (ifFE) Sfintn poMs Of TOM 



Open 

Sea price 

Change 

tan 

low 

ES id 

Open taL 

Sen 

98330 

90370 

+0030 

90400 

90320 

5069 

64779 

Dec 

90220 

98360 

+0030 

90300 

98200 

15826 

73574 

Hv 

90190 

90250 

+0040 

98290 

90180 

5430 

37513 

Jut 

90090 

90150 

+0050 

90100 

90090 

3559 

23200 

■ THREE H0RTH EtBOYBI FUTURES 0fFE) ft Ottn potato of 100% 




Open 

sea price 

Change 

H* 

Low 

Ell «d 

0pm ML 

Sep 

- 

9928 

-001 

- 

- 

0 

n/a 

Dec 

9931 

9931 

-001 

9931 

9931 

300 

life 

tty 

9937 

9937 

- 

9937 

9937 

138 

nfe 

■ LITE Uics afco aaded on 4PT 






■ THRS MONTH BHD FUTURES |UFFE) Ecnlra poUs at TOOK 




Open 

Sett price 

Orange 

tan 

low 

ESL Wf 

Open hL 

OCt 

■ 

91850 

+0010 

. 

. 

0 

0 

Dec 

90290 

96295 

+0005 

90310 

90290 

413 

8213 

■tor 

90470 

90480 

+0020 

90470 

90470 

5 

5105 

Jun 

90435 

90440 

+0020 

90435 

90435 

5 

2076 
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Stake 


- CALLS - 



— PUIS — 


Price 

Sep 

Dec 

Mer 

San 

Dec 

ttar 

CIS 

0045 



0.140 



95250 

(upo 

0040 

1225 

0240 

0020 

002S 

BS375 

0015 



0360 
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GROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

Sap 3 BTr D& m 

DM 

K' 

L 

R 

Mtr 

Ea 

Ra 

SXr 

Sft 

C 

CS 

S 

T 

Eca 

Belgtoni 

(BFr) 

100 

1046 

1025 

4.B48 

1332 

47E9 

1472 

21.73 

4963 

4113 

2230 

3383 

1.672 

4325 

281 T 

3782 

2480 


(OKU 

54.17 

10 

8 804 

2.628 

1047 

2584 

2364 

11.77 

2502 

2223 

1202 

2157 

0306 

2343 

1323 

2043 

1332 


(FFfl 

81-53 

1136 

10 

2303 

1.189 

2946 

3367 

1337 

nwe 

2S3.T 

1336 

2450 

1.029 

2661 

1.730 

2327 

1314 


(DM 

2033 

3.808 

3 353 

1 

039B 

8873 

1.129 

4.482 

1023 

8435 

4379 

0322 

0345 

0892 

0380 

7001 

0507 

ftetand 

|B 

51.75 

9355 

0412 

2309 

1 

2478 

2.832 

1134 

2573 

2129 

11.49 

2361 

0865 

2239 

J.455 

195.7 

1373 

Italy 

(U 

2.068 

0386 

0339 

0101 

0040 

100 

0.114 

0.454 

1038 

0590 

0484 

0363 

0035 

0XH0 

0X159 

7.897 

0051 


P» 

1027 

3374 

237D 

DJ86 

0353 

875.1 

1 ’ 

1970 

9031 

75.17 

4357 

0728 

0306 

0790 

0514 

69.11 

0450 


(HKr) 

4003 

0497 

7.481 

2331 

0.889 

2204 

2319 

10 

2207 

1893 

1032 

1333 

0.770 

1301 

1294 

174.1 

1.132 


(ESI 

20.12 

0715 

3371 

0076 

0389 

9616 

1.101 

4372 

100 

3277 

4.467 

0301 

0336 

0870 

0366 

7010 

0495 

Spain 

tPta) 

2431 

4.488 

0951 

1.179 

0.470 

1164 

1330 

5282 

1208 

100 

1397 

0368 

0407 

1.051 

0383 

9134 

0398 

Sweden 

(SKI) 

45X15 

0316 

7321 

2.184 

0370 

2157 

2.465 

9767 


1853 

10 

1794 

0753 

1348 

1266 

1704 

1.108 


(SFtl 

25.T1 

4335 

4.081 

1.217 

0485 

1202 

1374 

1455 

124.8 

1033 

5374 

1 

0420 

1.086 

0706 

9435 

0618 

UK 

IQ 

5931 

11.04 

9720 

2399 

1.156 

2864 

3373 

1239 

2973 

2463 

1128 

2382 

1 

2387 

1381 

2212 

1.471 


(CS) 

23.12 

4268 

3758 

1.121 

0.447 

1107 

1365 

1023 

1143 

9111 

1133 

0321 

0387 

1 

0650 

87.44 

0569 

USA 

is 

3157 

0567 

5.791 

1.724 

0387 

1703 

1347 

7.729 

1763 

1403 

7396 

1417 

0595 

1338 

1 

1343 

0375 



2044 

4882 

4398 

1282 

0511 

1266 

1.447 

5.745 

131.4 

1083 

5370 

1.053 

0442 

1.144 

0743 

100 

0651 

Ecu 


40.66 

7.505 

0607 

1.971 

0785 

1947 

7775 

0832 

2023 

1672 

9324 

1.619 

0680 

1.758 

1.143 

153.7- 

1 
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Sfl> 

Doc 


open 

15721 

00752 


Uteri 

Change 

M0 

LAI 

EsL ml 

Open hL 


Open 

Laos 

Change 

tan 

Low 

E6L \Ht 

Open HL 

03794 

+0.0073 

D.582D 

0 5709 

51,443 

117287 

Sep 

07572 

07410 

+00129 

07439 

07283 

38322 

107363 

03826 

+0.0075 

05840 

05736 

5352 

19340 

Dec 

07488 

07510 

+00134 

07530 

07340 

7.400 

10957 

03840 

+00064 

03840 

- 

2 

81 

ttar 

07800 

07800 

+0X1129 

07600 

07600 

28 

1.925 




■ nraUNS RTIWES (MU) £62000 (WT £ 


Sep 

03938 

0.7062 

+00122 

0.7078 

09832 

Dec 

0.7011 

07129 

+00121 

07150 

0.7010 

tor 

- 

0.7072 

- 

- 

- 


UK INTEREST RATES 


LONDON MONEY RATES 

Sep3 


Ow- 

ntgw 


7taya 

notice 


On Three 
nuna 


12034 

1034 

4 


sa 


80349 

Sep 

13680 

13834 

+00148 

13850 

13670 

0067 

51226 

mm 

Dec 

13612 

KEH 1 

♦00142 

MI-l-jM 

13998 

1.807 

16329 

29 

ttr 

16880 

13690 

+00154 

13700 

13870 

1 

12 


EMS EUROPEAN CURRENCY UNIT RATES 


Sep 3 


Eca can. 
rates 


Rate 


Ecu 


ChaBQB 
on day 


% +7- hma % spread Mr. 
can. Me v weakest tad. 


One 

JW 


Wester* Swteg 
Swtag CDs 
Tnaaay 80s 
EM Bis 

Local oetarty oeps. 
DBcnmt HstaB taps 

Ut rtsmig fiota Case 


6H - 6 71 - 744 71 - 7; W - 715 7£ - ^ 7^-71* 

71* - 71 73-7? 745-71 7» ■ 7i 

7; - 7*e 73 - 7J 

- - 73 - T^i 7j - 7y R| - 7J - 

74-7 A - 74 745 -7B 7V* - 71 744 - 7g. 7$ - Vi 

T* - ?» » 7>h ■ 7* '* - 7« 


My 


teetav nte Th pw cent bam Jan 4. 1998 

Up to 1 1-3 3^ 


8-9 

EKWttS 


9-12 


357.000 

1796244 

195701 

161220 

754257 

163186 

202592 

417844 

107738 

130119 

101125 

zizm 


338022 

1784415 

104309 

167065 

7.49330 

609756 

201055 

415859 

106761 

130456 

608542 

222086 


+2023 

-000033 

-1.71 

-1174 

-OXU5S9 

-O0O6D7 

-1173 

-00429 

-000196 

■00132 

-1085 

-100235 


-5.09 

- 1 .« 

-0.73 

-189 

-005 

-0^ 

-151 

-149 

-149 

-040 

-0.43 

-132 


15 


.15 


60S 


60S 


Carts d T® tap {£100.000) 4 
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1677742 +0004195 

SCCMUMW 
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OK 0053644 

Eca (Hide nsu M by fc Eenem Ca 
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it ■»» d nn 1111 irrnm*in ~rr *-|-Trrni nrtll Hi WWS! 

jeom bm a Am bmum n i* as*r area caw »«« Mttsam 


503 

MB 

141 

008 

134 

120 

119 

117 

117 

116 

0.11 

100 


-306 


iut»f 


S*5 

DK 

Ms 

Jw 

SW 


Open 5<a price Chaqe “*• 

92450 92.4S0 . - .*<* 

32.750 92.780 +0030 H2B00 92.n0 

53050 9W90 +1030 91110 93JJS0 

arson 91310 +0.020 93030 91290 

31410 91450 +0025 91470 63,440 


EaL.wd 

26185 

46071 

2957? 

16408 

8815 


Open at 
157912 
722670 
143191 
147436 
113539 


■ PMJCELPMA S£ STS OPTOHS £31 J 


SWte 

Mce 

1030 

1040 

1050 


Sep 

379 

201 

205 


CALLS 

DCt 

115 

164 

134 


139 

169 

306 


Sap 

OXQ 

111 

IS 


on 

104 

2S 

2.70 


1.12 

1.44 

103 


Me haste ■vi.MOpa eew=i « ta l”"*” **■ 


sue 

Pace 


son 
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FitnutaisM EMs 33 to is . Hn tafs cphucLC* 1084 Pill 18j« 
■ WfiADaPMA SE D-MAHW 0PTHWS DM51SJQ S per ®4} 


Si? 

0J1D 
1105 

0045 

MM 0.020 

ran aom 

an 0 

in m cat cm iksd rm wa« ***« ■*» **• 6-1 W4OT 59,|IB 



Sen 


Sep 


Nn 


. 

003 

013 

022 

139 

• 

006 

021 

032 

126 

131 

012 

033 

0.43 


Smite 
Price 
1550 
0585 
1580 

Pmttadetiei.CjfcHtoS Fwiaiiepuat akUSOMtUMO 


■ 1XSS HBRH GDHfflOUAR (Mi) Sin posts Gf 1009* 


BASE LENDING RATES 


Adam & Company 753 
MwdbtnB»ik\GSI -SO 
•Hatty AMtBKMr 700 
SKoWbaovucaya 7 SO 
BwA cl Cyprus 750 
Etonkai intend 7a> 
BanAWMa 7J5 ° 

BMtaSoodand 700 
BaRto|*Barir 750 
BrfBkOlMlEael 750 
•tom 3ntot 8CPW 
OWrtrNA ' 
OpowweflM 760 
Th* CMpartaw M' » 
OantEo 7 W 

CypwfepuisrtteM 700 
OunmLawM 7- 50 


Ees» TiuM Linteed 850 
Financial 8 Gan Bark BXM 
•Robert Fteramg &Cc70O 
Hd&fb Bank AG ZUtttv 700 
•HambraaBM 700 
1 Iwtodite K Gan l» BkJJQ 
CHoaratCo 700 
Hongkong ISbangM 700 - 
fransm Bank ILK) U678D 
Man Hodga Bark 700 
•uepaaiJanpb 8 Seat r 50 
LtaydaBank 700 

lamndBank ’ 700 

WW W te ta 760 
•n aa Oa taata 700 
Royal Bk at ScQtand 7K . 
SmU««IMmMi70O 

•Sng«rsP<MdteMir?0D 


4»Mh&VMbaaon 700 
SunBanlt 700 

TS8 700 

UriMBMolKtMaa.700 
UndyTmlBMnc 700 
WMUwByLaUbm 700 
■WAatewBarti 700 

• Maotaan or tendon 

■kmaamniBarhng 


Sep 

fetal 

9444 

•jtes 

9(45 

Ctioge 

+on 

iw 

94.45 

Low 

9044 

EsL vdl 
81408 

Onsa rt. 
413335 

Dec 

ms; 

9434 

*003 

MSC 

9(3] 

UHL 120 

43(354 

Mar 

94.7s 

943T 

+GXS 

9431 

94JB 

132.962 

451304 

| ■ US TREASBBf Btl FUTOttS WMI fUa po- 190% 
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nterim Results 




COMMODITY PRICE WEAKNESS IMPACTS RESULTS - 
INTERIM DIVIDEND MAINTAINED 

• Significantly lower metals, methanol and fertiliser prices resulted in 26% fall in 
operating earnings to US$303 million 

• Net earnings fell by 38% to US$123 million 

• Collahuasi mine produces first copper in July 

• Disposal of carbon black business in Brazil for US$220 million 

• Interim dividend maintained at 22 US cents per share 

RESULTS HIGHLIGHTS 


Unaudited 

USS millions except per share amounts 


Six months to June 30 
1998 1997 


3,262 

3,078 

303 

■107 

271 

409 

123 

199 

0.55 

0.88 
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Operating earnings 
Earnings before exceptional itt 
Net earnings 

Net earnings per share (US$) 


Interim Dividend 

Animerimdividaidc^22UScmt5pcrsliflrehasbccn dodbwJfiwdwwartoDecatiber3I, IWSpajublecn 
October 22. 1998 to snarehokltas regiacrcd in the books of Minnifti at the dose of business on Sept e mber IS. 1998. 
The interim repair «tU be nulled io (ihurchoWcrs on or abam Jvpteniber 17th, 1998. Copies may be obtained from 
the UK transfer ajsnt. Compulershare Services PLC. Genoa House, Reddiftie Way. Bristol BS99 “NR 
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COPPER WEST COAST WAREHOUSES CAPPED 


LME moves 
to correct 
distortion 


Testing times for Guyanese forestry 


NEWS DIGEST 

EDIBLE OILS 


The industry is seeking state aid as costs rise and exports fail, writes Canute James 

G uyana’s timber export country has more than WOO 
industry, which was species ojT tree, of which 140 
expected to faring' reve- are being harvested. Only 15 


By Kenneth Gooding, 
Mining Correspondent 


The London Metal Exchange 
yesterday took action to cor- 
rect a distortion to its copper 
market that has been hitting 
European consumers hard. 

So much copper has been 
attracted to the LME’s 
authorised warehouses on 
the west coast of the US that 
consumers have had to pay- 
big premiums to take deliv- 
ery from those in Europe. 

At one point this year the 
premium to the LME cash 
price for delivery from Rot- 
terdam warehouses rose to 
S70 a tonne, compared with 
the usual $20 to $30. Kevin 
Norrish. minerals economist 
at Barclays Capital, said so 
far this year the premium 
has averaged $40 a tonne. 

The LME board announced 
a scheme to "cap" the 
amount of copper that could 
go into the west coast ware- 
houses. Each warehouse 
company in Los Angeles and 
Long Beach would have Us 
maximum tonnage capacity 
for LME copper fixed at the 
amount it held at noon on 
December 2 this year. 

Yesterday, the ware- 
houses. which are author- 
ised but not owned by the 
LME. contained 209.925 
tonnes of copper or 63 per 
cent of the total 335.375 
tonnes in the exchange's 
stocks. Analysts said the 
level had reached SO per cent 
at one point this year. 

Barclay's Mr Norrish said 
the decision to “cap" storage 
capacity at the west coast 
warehouses might distort 
the market even more in the 
short term. "It is an incen- 
tive for those warehouses to 
ship in more metal to get the 
level as high as possible by 
December 2." 

The LME said it was right 
that reasonable notice of the 


change should be given 
because “people have con- 
tractual arrangements". 

The exchange has beeD 
criticised in the past for 
establishing the west coast 
warehouses because they 
were close to some big US 
producers, whereas the pol- 
icy had always been to have 
warehouses in areas of net 
metal consumption. 

The LME responded by 
pointing out that finding 
ideal locations Tor ware- 
houses was always difficult 
and those on the US west 
coast were to supply south- 
east Asian markets - which 
are net consumers. At first 
this worked and metal 
□owed from the US to Asia 
but economic turmoil in the 
region caused a build up of 
stocks in the US. 

Traders suggested that the 
US companies responded to 
changed conditions by offer- 
ing incentives to producers 
and merchants to use their 
warehouses. 

The LME said yesterday; 
“The board's attention has 
been drawn to various com- 
ments and reports alleging 
payment of exceptional 
inducements, demand for a 
variety of substantial addi- 
tional charges In addition to 
[normal] charges and imped- 
iments to speedy physical 
redelivery out of ware- 
houses. 

“The exchange is looking 
into this matter and intends | 
to review as a matter of 
urgency its contractual 
arrangements with ware- 
house companies." 

Some traders questioned 
how so-called inducements 
could be controlled. “It is up 
to the owner to charge what 
he wants to charge. If a US 
warehouse owner wants to 
charge less than a European 
one. surely that is up to 
him." said one. 


G uyana's timber export 
industry, which was 
expected to bring reve- 
nues of about $100m a year 
from nest year, is struggling 
to retain markets and keep 
foreign investors. The indus- 
try has asked the govern- 
ment for an injection of 
SlOOm. saying thousands of 
workers will be sacked. 

“The industry is in reces- 
sion." said David Persaud. 
president of the Forest Pro- 
ducers Association. Rising 
costs have been compounded 
by a steep fall in demand 
from exports markets. 

Ten years ago. the indus- 
try was dominated by a 
handful of large local compa- 
nies and two regional 
groups. Then the govern- 
ment, keen on foreign inves- 
tors. managed to attract US. 
Canadian and Asian compa- 
nies to the sector. 

One of these. Barama. a 
joint venture involving 
Sunkyong of South Korea 
and Samling of Malaysia, 
obtained a raft of tax and 
other concessions for an 
area in the north-eastern 
region, near the Venezuelan 
border, totalling 4.1m acres. 

However, the Asian eco- 
nomic problems have not 
only reduced investments in 
the industry but have closed 
export markets on which 
many investments were 
predicated. 

About 75 per cent of Guy- 
ana's 83.000 square miles is 
forest, and the Forestry 
Commission, which adminis- 
ters the industry, says the 


country has more than L000 
species of tree, of which 140 
are being harvested. Only 15 
are exported. 

In the past three years. 
Guyana's timber sector has 
become increasingly valu- 
able to the economy, contri- 
buting about 4.6 per cent of 
GDP. However, this will 
decline as export earnings 
are felling rapidly. 

Barama's SlOOm invest- 
ment. including a large ply- 
wood factory, employs about 
1.000 people. Its top grade 
plywood has found easy mar- 
kets in Asia and the US. but 
it is now laying off workers, 
and three locally owned 
companies say they may 
soon have to do the same. 

Toolsie Persaud. a local 
producer, says demand has 
dropped to small orders from 
Caribbean buyers. “Our com- 
pany alone has millions of 
dollars worth of logs and fin- 
ished products in stock. We 
are in a serious predica- 
ment." says Yacoob Ally, the 
manag in g director. 

The FPA has asked gov- 
ernment to provide land and 
financing to build a commu- 
nal drying kiln to process 
wood and help it access non- 
traditional markets which 
require dried timber. 

The companies say they do 
not have the SlOOm required 
to buy state of the art saw 
milling equipment needed to 
compete internationally. 
With a communal kiln , sev- 
eral species of wood not now* 
commercially feasible could 
be marketed, they said. 



President Janet Jagan's 
government has been asked 
to set up a free trade zone 


The producers have also 
asked the government of 
recently elected President 
Janet Jagan to establish a 
free trade zone. They want 
duty free concessions for 
spare parts and fuel, and a 
reduction in the fees charged 
by the Forestry Commission. 

“We believe that such 
investments will create a 
surge in demand for all spe- 
cies of Guyana's hardwood," 
says Mr Persaud. 


S ome companies claim 
the government’s atti- 
tude towards the indus- 
try is compounding their 
problems. Case Timbers of 
Guyana and United Amal- 
gam Co mmunal Industries of 
Malaysia have created a 
joint venture, but they say a 
lack of government co-opera- 
tion is the reason for their 
recent threat to pull out of 
Guyana, giving up a S52m 
investment. 


Hamley Case, managing 
director, says the company 
faces several problems, and 
his Malaysian partners .are 
exploring their options in 
neighbouring Surinam. 

"My Malaysian partners 
have been here for 4*4 years 
and -have reached the stage 
where they don't even want 
to see Guyana on a map." Mr 
Case says. “They are totally 
fed up with the way they 
have been treated." 

A big problem is the gov- 
ernment’s refusal to grant 
an exploratory forest conces- 
sion lease for another area. 

“It was on the basis that 
the exploratory lease would 
be granted that the Malay- 
sians decided to bring 3 1 
S27m plywood mill into the 1 
country, but the mill has 
been sitting on the wharf for 
12 months. The government 
appears ambivalent to for- 
eign investment." he says. 

The government has 
appointed a subcommittee to 
deal with the issue, says 
Roger Luncheon, cabinet 
secretary. “Both sides want 
this deal to go through." 

Concessions granted to 
some companies have been 
criticised by environmental 
organisations, which cl aim 
the environment is being 
degraded. 

Guyanese officials have 
rejected the “automatic asso- 
ciation" of forestry with deg- 
radation of the environment 
They say there is no clear 
felling in Guyana and that 
hardwood species are care- 
fully selected. 


Indian ban on mustard 
product hits other sectors 


A ban on mustard oil m India has created a scare that has 
spilled over to other oils, crippling the Indian edible oil . 
industry. The ban wHI hit the future mustard crop and its 
farmers, said Ajay Tandon, president of the Solvent 
Extractors’ Association of India (SEAI). 

The states of Bihar. West Bengal, Uttar Pradesh. Hary- 
ana, Orissa and Assam banned mustard oil sales last week 
after 41 people died from a dropsy caused by the oil. The 
health ministry said the dropsy was triggered by a toxic 
alkaloid sanguinarine in argemone oil. with which the mus- 
tard oil had been adulterated. Mustard oil is used mostly in 
eastern and northern states for cooking. 

“No one is going to touch mustard now. no one is going 
to grow mustard either if this trend continues.” Mr Tandon 
said. "Activity in toe edible oil industry has tome to a vir- 
tual standstill." 

Mustard oil accounts for nearly 25 per cent of India’s 
domestic oil output and the ban will affect other edible oHs 
as well, he said. “Crushers, refiners and processors deal in 
various oils, and once a sample of mustard oil is found 
defective then all their activity in other oils is also brought 
to a halt That affects our supplies and creates a panic sit- 
uation in toe market." 

India’s mustard crop totals nearly 5m tonnes from which 
1.7m tonnes of oil is extracted. Reuters, New Delhi 


COCOA 


Smaller production deficit seen 


The International Cocoa Organisation has forecast a world 
production deficit in 1998-99 of 70.000 tonnes, compared 
with an estimated deficit of 146.000 tonnes in 1997-98. 
The organisation forecast 1998-99 production at 2.79m 
tonnes and grindings at 2.86m tonnes, against 1997-98 
production and consumption forecasts of 2.682m and 
2.828m tonnes respectively. Ivory Coast, the biggest pro- 
ducer, is expected to produce 1.1 4m tonnes in 1998-99, 
against 1.11m tonnes in 1997-98. 

The data win be used in the ICCO’s management plan, 
which is intended to achieve a balance between produc- 
tion and consumption within four years. Reuters, London 


Oil prices above $13 for first time in a month 


MARKETS REPORT 

By Paul Salman and Agencies 


World oil prices jumped 
above $13 for the first time 
in a month yesterday, as 
traders began to worry about 
the impact of potential long 
disruptions to supplies from 
Russia. 

In late trading on the Lon- 


don's International Petro- 
leum Exchange, benchmark 
Brent blend for October 
delivery was $13.02 a barrel 
compared with Wednesday’s 
close of $12.46. However, the 
global supply glut means the 
price remains well below last 
year’s average of $19.30. 

Russia is one of the 
world’s largest oil producers, 
and its exports of crude from 


its main Black Sea and Bal- 
tic ports have been severely 
restricted since last week - 
banking chaos has prevented 
lifters from getting hold of 
money to pay customs 
duties. Russia is also a key 
supplier of oil products, such 
as gas ofl and fuel oil. to 
Europe, though these have 
not been hit hard so far. 

The oil price was also 


boosted yesterday by reports 
that Venezuela and Saudi 
Arabia - key participants in 
the recent agreements to 
curb global production - are 
to meet in London next 
week. A meeting arranged 
between the two countries 
and Mexico for last month 
failed to take place. 

Base metals also rose on 
the London Metals 


Exchange, with analysts 
attributing the gains to 
funds covering short posi- 
tions and triggering stops. 

Nickel had surged $165 to 
$4,195 a tonne at the kerb 
close, while copper was up 
$36 at Si .678 a tonne and alu- 
minium was $12.50 higher at 
$1,427 a tonne. 

Falconbridge Dominicans 
(Palcondo), a subsidiary of 


the Canadian group, yester- 
day announced that, in 
response to market condi- 
tions. it was cutting produc- 
tion from its ferro-nickel 
operation in the Dominican 
Republic. Falcondo will shut 
down for about three months 
from October 25. losing 
about 8.000 tonnes of nickel 
in ferro-nickel production as 
a result. 
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6pm 

Day** 



Open 


price change High 

tow 

Vot tot 

Oct 

1299 

+0.53 

1109 

11X5 28.314 67X11 

Nov 

13X6 

+153 

13X3 

12.77 11X30 34,892 

Dec 

1350 

+0 50 

1156 

13X4 

7X51 39.038 

Jan 

1169 

+0X2 

13.70 

1120 

1005 28347 

FA 

13.83 

+0.48 

13X3 

11B3 

50 10X31 

Mar 

14.00 

+0.47 

14X3 

13X8 

729 11.044 

ToW 





a/a ah 

B HEATING OIL NYMEX <42X00 US galto* cAIS gabl 


Latest 

oer% 



Open 


price change High 

tow 

VM tot 

Oct 

38X0 

+1X4 

39 35 

38X0 16.049 50.319 

Nor 

38 £5 

+1.52 

40X5 

3730 

6.109 20,983 

Dec 

41.00 

+152 

41.40 

39X0 

2,979 25,470 

Jan 

4215 

+1.42 

42X0 

40X0 

2X09 25X75 

Feb 

4110 

♦1.42 

4140 

41X0 

1375 17X55 

Mar 

4395 

+1.77 

43X5 

43X0 

1.146 15377 


Sap 34.15 +0X8 24.18 23X2 5X94 4.791 

Oct 24 32 +0X0 24.35 23.73 7<M2 26227 

Dae 24X1 +0.42 24X6 23X8 12,730 52.406 

Jen 24.58 +0X9 24X5 24.05 987 8.700 

«»r 24X2 +0X7 24X5 34.10 2,090 11.431 

May 24X6 +0X5 24.70 2422 850 4.757 

Total 30X52 115X90 

■ SOYABEAN MEW. C8T |700 ton* STtan) 


Sep 2 Pray, day 

Ccrna daty „• 99X5 10170 

15 day average 99 01 MX0 

B M87ESUBAR LFS (50 tonnes: Sfionna 


227.7 -OX 230.9 2263 3.073 16.291 

228J -OA 231.1 228 0 675 a506 

233X -0A 235.7 233.1 343 13X94 

239.1 -07 2405 238.6 241 2.220 

244 X -0.1 245 8 245X 301 1.296 

245.4 +0.9 2460 245X 191 920 


Spa 1E71 1 toSs. 1H96 6 Whs.- IKS Softs IBS? 


S*P 

Oct 

1313 

130X 

-06 

-1.4 

1333 

131.5 

131.6 

1287 

1813 8.403 
3X16 26.185 

a SUGAR *11' CSCE (1 HOOKS: rentstts 

Dec 

1323 

-2.1 

134X 

131.0 10X46 63.978 

Oct 

7X4 

-0.16 

7X5 

7.4815X82 78.108 

Jan 

IMS 

-2X 

1380 

1310 

1X99 

13.226 

' Mw 

8X0 

-0.10 

8.15 

736 6.953 58X15 

Mar 

138X 

-2 A 

140X 

137X 

1.110 

12X70 

a*Y 

8.15 

-0.08 

8X0 

111 2J»4 8X39 

May 

1415 

-22 

144.0 

141 X 

543 

5X61 

jm 

8X2 

-0X5 

8X4 

6X0 301 7.186 

ToW 





20X83138X16 

Oct 

844 

+0.01 

8.44 

835 9 9.064 

a POTATOES LffFE CO tonnes; £ per none) 


TeW 




24X14188X29 

tow 

SOX 

-20 

_ 

_ 


3 

a CtJTTvSH HYCE QOXtoOfln; tWB/tofl 

Mar 

116S 

-20 

_ 


_ 

_ 

Oct 

74X0 

-0X6 

74X5 

7180 960 4.181 

Apr 

184X 

-2D 

16S.D 

164w0 

17 

2X54 

Dec 

74X8 

- 0.16 

74.95 

74.1011.388 35X59 

May 

174.0 

-Z X 




29 

Mar 

73X6 

-0.40 

74.05 

7160 1X87 1BX87 

Jon 

184.0 

-10 

- 

— 

_ 


May 

73X9 

-046 

74.00 

73X5 433 1 0,108 

Total 





17 

2X54 

JM 

74X0 

-XX5 

74.70 

74XS 632 6/403 


1*9.7%} UBE 

Oct 

Jan 

Od 

Jan 

1350 

72 

107 

11 

24 

I4O0 

40 

76 

28 

«2 

1450 

18 

51 

5b 

66 

B COPPER 

1 Grade «j LME 

Oct 

Jan 

Oct 

Jan 

1600 .. 

94 

128 

22 

53 

1700 , 

39 

77 

67 

99 

1800 — 

12 

42 

139 

163 

■ COFFEE UFFE 

Sep 

N0» 

Sep 

Nor 

1550 . . . 

8Q 

110 

1 

17 

1600 . ... 

31 

76 

1 

33 

1650 - . .. 

1 

SI 

21 

58 

a COCOA UFFE 

Sep 

Dec 

Sep 

Dec 

1050 _. 

4 

50 

4 

29 

1075 ... 

1 

38 

25 

42 

1100... 

1 

28 

50 

57 

B BRBtT CRUDE PE 

Oct 

Nov 

Oct 

Nov 

1250. ... .. 

54 

. 

. 

42 

1300 

28 

- 

_ 

. 

1350 

14 

61 

- 



LONDON SPOT MARKETS 

B CRUS OIL FOBflwteral) « 



B FDBGHT (BfflEX) UFB (SKMndex peril) 


15.114 54X00 


MGH GRADE COPPER (COMBO 


Sell Days 
price change High 



Sett 

Day's 




Open 

Sep 

Oct 

115X0 

11825 

+6.75 116.75 108X0 10.971 21X33 
+6.00 119X5 112.00 11118 36112 


pnee change fflglt 

tow 

Vd 

tot 

Nov 

121X5 

+5X0 122.0 0 115.50 2X64 20.133 

Sep 

75X0 

+085 

TB.40 

7335 

1.055 

6.111 

Dec 

121 50 

+5X5 1Z4.75 118X0 5X93 41062 

Oct 

75.15 

+0 75 

75.40 

74.00 

98 

2.656 

Jan 

126.00 

+4 75 126X0 12250 634 16.145 

Nov 

75.15 

♦0.05 

76.16 

75.20 

78 

1.775 

Feb 

128X5 

+4X0 129X0 12175 1.178 11158 

Dec 

Jen 

75.15 

7525 

+0.75 

+070 

76.80 

73X5 

9X04 31,077 
2S 2.096 

TOW 


24X32183X34 

Fab 

Total 

7540 

+070 

" 

‘ 

1 1.102 
10X45 62X57 

B NATURAL GAS FE (1,000 Owns; panes par Herat 


Sep 870 +25 879 850 22 173 

Oct 948 +11 SB 60 471 

Jan 977 *7 980 970 18 395 

Apr 995 +10 - - - 201 

M 880 - - - - 200 

Total 113 1X44 


B ORANGE JUKE VICE (15X00BC mts/Hs) 


0H 824 817 


11X05 -045 115X0 114X5 315 1.129 

117X0 -0X5 118X0 117.05 3.347 17X79 

120X5 -CX3 120.80 12020 893 6.086 

122X5 -0X5 123.15 1 22.75 208 2X70 

125.55 -0X5 125.75 125.75 58 733 

127X5 -0.40 - - 20 348 

4X56 axn 


PULP AND PAPER 


PRECIOUS METALS 

■ LONDON BULLION MARKET 
(Puces supplied try M M BoBgcMd) 

GoWTray ori S price E «ul» SFr equw 


Oct 12.910 +0X00 12X20 12.700 570 3X85 
Nor 14X90 +0.190 14X30 14.1S0 185 2.365 
Tow 2SA40 


i NATURAL GAS NYMBC (10,000 bwtBPl: VmAuj 


GokffTruy ori S price E «ul» SFr equ* 

dose 284 I0-2B460 

Opening 77180-7791(1 

Morning rut 279.55 160.41 398.92 

AAoTKNfl fa 279.15 166.01 395.14 

Day’s High 784 70-285X1 

Days Low 2T3.ffl-Z78.ro 

Piemous dose 29060-291 10 

Loco Ufa Mean GoU lentfing Rates flfc USS) 

1 monui 4 94 6 months 4.03 

2 months 4X2 12 months 3.78 

3 months 4.68 

Shier Rx p/troy or US fits amt. 

Spot 286.05 481,00 

SSwr Landing Ratos 

1 month - 3 75 6 months 220 

2 months 3X5 12 month? — 2X0 

3 months —.300 

WWWwt Spree £ ecufo. 

Krugerrand 282-286 168-170 

New Sweragn 66-70 3 «Z 


Latest Day's 
price change 
0a 1.715 +0X63 

MOV 1X35+0X55 

Dsc 2215 +0.058 

Jan 2335 +0.045 

fth 2.285+0028 

Mar 2X30+0028 

Total 


a HflJg OMU (USfc 24 ar dry toraS 
Sett Day*! 

price cha nge In* 

Sflp 40000 - - - 

Dec 437X0 -3X0 443X0 437X0 
Total 


Opaa 
Yd tot 
- 269 

51 367 

99 714 


VOLUME DATA 

Open rarest and Voton Bata shown tor contracts 
traded on COM EX. NYMEX. CUT, NYCE, CUE. CSCE 
and PE Crude 0A so one day h arrears. Vohroe & 
Open MereS toiab are tor al baled marts. 


Bfgh Low VBI hat 
1.725 1.845 29,703 57,805 
1.945 1.080 11X64 32.042 
2X20 2.160 5X40 32.792 
2.340 2X90 5.006 31.079 
2X95 2X60 3.761 18X23 
2X40 2X00 3X10 16.393 
6?|446277|K2 


FUTURES DATA 

AS futures data Hatred by AtS. 


INDICES 

a Reuters (Base 18/9/31 » 100) 


■ UHLEADS) GAS0UW 

WMBC [42.000 05 gate c/US galtoj 


Latest Day's 
pita Change tflflli 
41X0 +1.00 42X0 
42X0 +1X7 42X0 
43.10 +1.12 43.35 
43X0 +0L9Z 44X0 
4435 +0142 44 10 
45X0 +1.12 4X60 


Qpm 

law Vd M 

40.60 12X34 43,158 
41X0 4.048 10.599 
42X5 3X81 9X06 
43.15 415 4,130 

44.10 SO 1X27 
45X0 21 1.847 

21X22 81453 


Wool from Maven & Co . 
with hoWaya ending In moat Ot the wool 
uwvg world them ore hopes that demand 
might revive. There was belter competition 
and higher prices for some British wool 
carpet types being most affected. New 
Zealand was cheaper after Smdng previ- 
ously, and m both markets Chtoeae interest 
and toners of credit were mentored as 
helping. Austrafan prices eased main, with 
votatfle currencies contusing the trend. The 
wool trade remains unhappy at Australian 
government interference ova stockpiles. 
The eastern market indicator fe* 28 cents 
to 537 cents a f-q. The NZ indicator dosed 


Sip 3 Sep 2 rawth igs 

1498.2 1502.1 1549.0 

a cto Futures (Beaa: 1967 ^ tag 

Sep 2 Sep 1 mom ago 

199J6 19887 

a GSCI Spot IBSfc 1970 = 1001 

Sep 3 Sep 1 month no 

138X0 139X5 141X2 


Dubai 

S1208-2X8* 

+032 

Bent Blend meat 

512.61 -2.65 

+0X45 

Brent Send /Od) 

SI 236-3X0 

+0.47 

W.TJ. 

51420-4.221 


B 08. PRODUCTS NWE prompt deBwry OF (terms) 

Premium SasAne 

SI 47-150 

+2 

Gas 0B 

S1 17-1 18 

♦7X 

Heeiy Fust 04 

S57-S8 

+0X 

Necraha 

ST 09-112 


Jet fuel * 

SI 33-134 

+5 

Draw 

SI 23-124 

+4 

■ NATURAL 6AS fFMBMmf 


Baden (Oct} 

1235-1230 

♦0X6 

Aeaftn «gux res hmfea pint JSB 8? 9? 


B OTHER 



Goto (per troy 03* 

S284X5 

+3X0 

Siire raw troy otfi 

461.00C 

-175 

nattnjm (per troy nti 

SW3.00 

■6X0 

PaKKbin (per troy oD 

527900 

-9.00 

Copper 

82 Xc 

+10 

L430 (US prod) 

45.00c 


Tm (Kiuta Urnouri 

23.1 Ir 


Tin (New Yarffl 

258.5 


cane (Pie wegf® 

83.43p 

-2-04* 

Shsep (lw vro^ha 

8S.08p 

-8.48* 

Ptgs (lire wWgnur 

3706p 

•3X7* 

Lon dev a^ar trawl 

SI 82.00 

-070 

Lcn day sugar (wtej 

S238X0 

+5.30 

Barley (Eng tsetfl 

Ung 


MM» IUS Nu3 YeSowi 

n 03.00 


WS tesk tothi 

Unq 


fttar lOcttV 

46 cup 


ftftbflr (NovtV 

46X0P 


fttober (KLRSSNoli 

260X0(71 

-4X0 


LME WAtaODSE STOOD (tonnes] 



Atonmsn 

+50 

ID 

453.425 

AtonUeii afloy 

+1-300 

to 

75X901990 

Ccnw 

+11X25 

to 

333X50 

tow 

- 

to 

114X25 

Mod 

+114 

to 

59.413 

Zinc 

-1.SS 

to 

364.600 

Tin 

-110 

to 

8.100 


Coconut 04 (ftv8§ 
Palm 0i WtaSniS 
Copra (PW|§ 
Soyatoats [U5t 
Cartn Quaook'A woe* 
WoortHS fWi Surer) 


ACROSS 

1 Four wheel drive in English 
comity (6) 

4 Parking on land presents a 
predicament (6) 

8 Drills include leading dem- 
onstrators on marches (7) 

5 Bring a certain seriousness 
• to a taunt, if tn New York 
(?) 

11 Eastern article, actually in 
an airy fashion GO) 

12 Unusual resistance over 
many years (4> 

13 Argue it’s so backward in 
mine (5> 

14 Animal lea with one adult 
- that’s a bloomer (8) 

16 Unfortunate delay after 
agent got the game started 
again (8) 

1$ He helped to make capital 
out of more musicals (5) 

20 Starts losing umpteen dol- 
lars over board game (4) 

21 A love of china perhaps? 
( 10 ) 

23 Britain’s involvement in 
Zaire is very odd (7) 

24 Hotel making a mistake 
with fish (7) 

25 Good publicity for insect, 
an irritating creature (6) 

26 Dies as doctor makes mut- 
tered remarks (6) 


3 Near disaster on street in 
Ely in very serious manner 
( 9 ) 

5 It appears in song for ordi- 
nary people (5) 

6 Universal Information with 
real twist (7) 

7 The Lieutenant's affair 
might shiver the timbers 
<S) 

10 Another clue: one date 
could make it clear (9) 

13 Taking for granted that the 
prince will be starting 
again (9t 

15 They keep matters in order! 
(9) 

17 Sign standard disclaimer 
initially for wild animal (7) 

19 Showed advancing years by 
being cross about true 
developments (7) 

21 Over-ripe, with usual termi- 
nal danger (7) 

22 Society in America is like a 
hole in the head (5) 

Solution 9,777 


£ pto nw nes mini mta f 
to-* u*wai 

A Btficn nxu osc - 
i.S6i red d («£ s ai 


5*P VuwaiRipei 5» 

C9<9 01 M*. fftaod pi 


DOWN 

1 Caught out after second 
person sent to reconnoitre 
(5) 

2 Get back into line (7) 
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n Q 0 E 

□aanano aauHOciE 
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FINANCIAL TIMES 
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FRIDAY SEPTEMBB^^^jg 


LONDON SHARE SERVICE 




ALCOHOUC BEVERAGES 
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BREWERIES, PUBS & REST 


Nous 

Amdrea A 

CiOmW . . 

E»3 _t 

6W> 5 

fefwwn A 
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LONDON STOCK EXCHANGE 


Equity rally halted as Footsie tumbles 117 points 


MARKET REPOFTT 

By Steve Thompson, 

UK Stock Market Editor 


Wednesday's rally in UK 
stocks proved disappoint- 
ingly short-lived as London’s 
equity market moved deci- 
sively back on to the down- 
side track. 

There were no fresh fac- 
tors behind yesterday’s wide- 
spread retreat by UK stocks, 
simply a berd-llke follow-on 
from Wall Street's disturbing 
late sell-off and a continua- 
tion of tbe weakness of 
American markets at the 
outset yesterday. 


There was no massive 
sell-off on Wall Street over- 
night. Rather it was the 
about-turn from strength to 
moderate weakness - the 
Dow Jones Industrial Aver- 
age finished only 45 points 
down having been up three 
figures and more - that 
unnerved global markets. 

Once they had lost their 
collective nerves, the mar- 
kets fed on the increasing 
unease. Most of the Asian 
markets fell only modestly, 
with Tokyo down less than 
one per cent and Hong Kong 
even less. But European 
bourses had to cope with 
hefty losses, especially 


Frankfurt and Paris. Wall 
Street's continuing weak- 
ness at the outset yesterday 

- it dropped another 100 
points during the afternoon 

- did nothing to calm 
nerves. 

There were continuing 
suggestions from market- 
makers and brokers that 
London was seeing a further 
taste of switching manoeu- 
vres by domestic and over- 
seas funds, out .of equities 
and into gilts. 

But turnover levels, at 
least in equities, were never 
more than run of the mill 
and fixed interest traders 
said there was no substan- 


tial shift into gilts. Rather, 
they said, a good perfor- 
mance by gilts was due to a 
rather depressed service sec- 
tor survey. 

Even more disappointing 
as Ear as the equity market 
was concerned, was the poor 
response by stock prices to 
the latest slide in sterling 
against most currencies, 
although not the dollar. The 

Bank of England's trade- 
weighted index fell a further 
0.6 to 104.4, extending the 
decline over the past three 
sessions to 1 . 6 . 

At the close, the FTSE 100 
was 117.1 lower at 5.118.7. its 
fifth decline in the past six 


sessions and its fourth three- 
figure loss in that period. 

At its worst the index fen 
back through the 5.100 level, 
hitting 5.0S9.3, down 146.5, 
and there were real concerns 
among traders that the psy- 
chologically important 5,000 
level was about to be tested. 

Maiketmakers said the 
5.100 level was well 
defended. “The Institutions 
moved in and bought the 
market quite aggressively 
then," said one, who Insisted 
a move below 5.000 could 
produce a serious burst of 
selling from small investors, 
unused to bear markets. 

Second-line and smallcap 


stocks were also given a 
thorough shaking, the FTSE 
250 index dropping below the 
4.700 level to finish a net 63.2 
lower at 4,548.8, and the 
FTSE SmallCap index relin- 
quishing 13.1 at 2X682. 

There was another flight 
to safety in the leaders, with 
food retailers, traditionally a 
safe haven in turbulent mar- 
kets, being pushed by Credit 
Lyonnais Securities. 

And the possibility that a 
cut in UK interest rates may 
now come much earlier than 
previously expected was a 
help to housebuilders. Turn- 
over at 6pm was 850.2m 
shares. 





2300, 


SemFJXM****#*. 



Indices ami ratios 

FTSE 100 
FT* 230 
FTSE 350 
FTSEM-snan 
FTSE AI-SbKB yM> 


5118.7 -117.1 FT 30 3386.7 -763 

464X8 -6X2 FISENm-RMBto 2X18 20.48 

2*508 -5X0 FTSE 100 Fill See 5US9 -1300 

237X16 -4858 lOyrGWiWfl 548 521 

13* 3-28 Long MMtefiy tab# 1.62 106 


Bed performing sectors 

1 Property 

2 Ertaahe toft 

3 •££ 

4 PiwmacaudCBl* — — 

5 UttnIWA -*■* 


Worst performing sectors 


i 

3 iiinMt awn 


.-AD 


-..-4.5 
— -U 
_-ll 
— -ID 


Builders 
rise on 
rate hope 

I^MPANiBJBPpRT 

By Martin Brice and Joel Kibazo 

Hints of a change in 
sentiment towards the 
housebuilders seemed finally 
to arrive as shareholders 
digested the implications of 
a run of positive results from 
the sector. 

The shares were also said 
to have benefited from a 
growing belief among inves- 
tors that the UK interest 
rate cycle had peaked, and 
the next move in interest 
rates would be down. 

One analyst said: “It is 
usually a good time to buy 
building stocks when the 
collective wisdom is that 
interest rates are more likely 
to go down than up." 

George Wimpey was up 3 
at 103p as it said that Fidel- 
ity. the big US investment 
fund, had bought 3.6m 
shares, or 1 per cent. This 
took its stake to 7 per cent. 
Persimmon, which reported 
on Tuesday, was up 3 at 
155'Ap. 

Mark Hake, analyst at 
Merrill Lynch, said: "Results 
so far have generally 
matched or beaten expecta- 
tions and managements 
have looked forward with a 
fair degree of confidence. We 
may well be past the worst 
for the sector." 

Bryant was in demand 


ahead of final figures on 
Monday that are expected to 
produce a pre-tax advance of 
up to 32 per cent Tbe stock 
touched 155p this year but. 
along with others in tbe sec- 
tor, has come under pressure 
on fears of the impact of a 
series of interest rates rises. 
They rose 3'4 yesterday to 
B5p. 

Housebuilding analysts 
have been saying for some 
time that stocks in their sec- 
tor have been too cheap. 
Some of the companies have 
been trading on price/ earn- 
ings ratios of just 6 or 8 
times, about half that of the 
rest of the market. 

Mews from Marley that its 


share buyback was worth 
more than lip a share 
prompted a rise of just 2 to 
84p. One analyst explained 
the difference between the 
two by saying: “Marley is 
the Mill wall of the building 
sector. Nobody likes them 
and they don't care.” 

David Taylor at Teather & 
Greenwood said: “There is a 
great degree of self-delusion 
at Marley. The company 
says it has conducted a stra- 
tegic review but it has 
decided to carry on doing ail 
the things it was doing 
before, and give sharehold- 
ers some money back.” 

Bargain hunters helped 
make media group Reed 
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International the best per- 
forming stock in the FTSE 
100. The shares jumped 387i 
or 8.4 per cent to 470p. 

Charterhouse Tilney rates 
the stock “our key buy” and 
In a note published yester- 
day said worries about 
senior management changes 
“are understandable but 
overdone”. 

“We believe medium to 
long-term earnings growth 
wifi at least match, and very 
probably exceed, market 
earnings growth.” said 
Charterhouse's media team. 

In contrast Enterprise Oil 
was the worst-performing 
FTSE 100 stock yesterday as 
analysts considered the pros- 
pect of a hefty cut In the oil 
exploration and production 
company's final dividend if 
the current weakness in the 
oil price continues. 

The concerns came after 
Enterprise warned with the 
publication of interim fig- 
ures that falling oil prices, 
and the consequent cut in 
profitability would lead to a 
review of dividend policy by 
the end of the year. 

Dealers said sentiment in 
the stock had been further 
weakened by fears that the 
company may soon be on the 
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acquisition trail And yester- 
day's dismal stock price per- 
formance was seen as the 
final nail In the coffin of its 
reign in the FTSE 100. 

Next Wednesday brings 
the third-quarter review of 
FTSE 100 constituents, 
changes of which will be 
announced after the market 
close. They will be imple- 
mented on September 2L 

Lasmo. too, is expected to 
lose its place in the elite 
index. Its shares dropped 5 
to l&ip. 

Taste for retailers 

An encouraging monthly 
survey from Taylor Nelson 
Sofres. the UK's largest mar- 
ket research company, com- 
bined with a broker’s recom- 
mendation to boost tbe food 
retailers. 

Credit Lyonnais Securities 
recently moved its stance on 
tbe sector to overweight In 
a note to clients, analyst 
Paul Smiddy said: “We 
believe that the sector has 
further to run cm the back of 
its safe haven status." 

The broker's two main 
buys in the sector are Tesco 
and Safeway. Shares In the 
former followed the market 
trend easing 6Vk to 173Vkp, in 
trade of 13m. 

Mr Smiddy gave two rea- 
sons for favouring the stock. 
It remains the UK company 
closest to approaching the 
[more highly rated] Euro- 
pean model and the forecast 
downgrades to account for 
demand softening in the sec- 
ond half have been put in 


place. Funds thaf. have been 
reluctant to move into Tesco 
on a high rating can now 
correct the mistake.” 

Safeway was one of the 
best performers in the FTSE 
100 as the shares hardened 
ll to 333p- Credit Lyonnais 
said: “If market forecasts are 
not met this year, the rise in 
takeout hopes will be sub- 
stantiaL” 

Mr Smiddy also advised a 
switch out of J Sains bury 
which fell 10% to 524p and 
into Tesco and Safeway. 

Turnover of 34m made 
Shell the busiest stock as the 
market reflected on the 
widely expected news that 
Royal Dutch/Shell and Tex- 
aco of the US had agreed to 
pool most of their European 
refining assets. 

Shell will have 88 per cent 
or the proposed joint ventu- 
re which will give tt a leading 
retail position. 

The UK's biggest venture 
capital provider 3i was a 
strong performer for much 
of the session after a broker 
reiterated a “strong buy” 

recommendation. 

Having been the best per- 
forming FTSE 100 stock on 
several occasions during the 
day, the shares finally suc- 
cumbed to a late slide that 
left them 15 off at SOOp. 

The team at CSFB suggest 
there is 35 per cent upside in 
the share price from current 
levels and set a price target 
of between 675p and 700p. 

Nick Roditi, one of tbe 
leading fund managers for 
George Soros, took on tbe 
entire £ 10 m of new shares 
issued by Plantation & Gen- 
eral Investments in its plac- 
ing and open offer. 

This took his stake in tbe 
African band tools and trad- 
ing company to 65 per cent, 
pending applications for the 
shares from other sharehold- 
ers. 

It also reported an 82 per 
cent pre-tax profit rise but 
warned that the coffee crop 
could be 15 per cent below 
last year. The shares rose a 
penny to 58p. 
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More gloom extinguishes midweek rally 


EMERGING MARKET FOCUS 


mmjmnhm 

The tentative flicker of a 
rally witnessed late on Tues- 
day and Wednesday was 
snuffed out yesterday as 
investors were reminded of 
financial problems all round 
the world, writes Philip 
Coggan. 

Colombia weighed in with 
a devaluation of the peso on 
Wednesday, rekindling fears 
that Latin America might be 
the region to spark the next 
phase of the financial crisis. 


That was followed by some 
gloomy corporate news from 
Japan yesterday. Electronics 
group Hitachi said it expec- 
ted to post a loss of Y250bn 
In the current year, after 
taking a Yieobn restructur- 
ing charge. Hitachi, well 
known in the west for its 
consumer goods, has had 
particular problems in the 
semiconductor business. 

Meanwhile, Toa Steel said 
It would liquidate itself in 
March next year, with its 
parent NEK facing losses 


of Y60bn in consequence. 

Throw in another decline 
in the rouble and then was 
plenty of evidence that the 
economic fallout from the 
Asian and Russian crises 
was far from over. 

“The risk has got to be 
growing that the global 
emerging market bear phase 
is going to have a marked 
influence - on the margin - 
to US earnings and this 
leads one to conclude it is at 
best a wounded S&P 500 bull 
market, at worst a terminal 


bull market,” said Tim Love, 
SG's global emerging mar- 
kets strategist “We remain 
underweight the emerging 
market asset class and prize 
liquidity and positive cash- 
generating companies as 
well as our cash position." 

One emerging market, 
Malaysia, managed a further 
rally but foreign Investors 
were still struggling to come 
to terms with the govern- 
ment's capital controls. 
Many were trying to get clar- 
ification of the details but in 


the Tn** d iT»”i term, the lack of 
liquidity in the market will 
pose a particular problem for 
open-ended funds. 

European markets lost 

most of the gains they made 
on Wednesday to the face of 
the global worries, a weaker 
dollar, which to a nine- 
month low against the 
D-Mark, and an early sell-cer 
on Wall Street The Dow 
Jones Industrial Average, 
having finished 50 points 
lower on Wednesday, lost 100 
points by late morning. 


. The weakness of the US 
stock market has been seen 
as dragging down the dollar 
in recent weeks. 

Having peaked at about 
Y147 in mid-August and 
traded at DML81 as recently 
as last week, the US cur- 
rency was down to Y134 and 

DML72 yesterday. 

This could have worrying 
implications for investors, 
since the most rapid phase 
of the equity bull market 
coincided with the period of 
dollar strength since 1995. 


Wall Street 
depressed by 
financials 


Dow and dollar dent Dax 



AMERICAS 


US shares followed overseas 
equity markets lower 
throughout the morning ses- 
sion. sending the Dow Jones 
Industrial Average more 
than 120 points lower at one 
stage, writes John Labate in 
New York. 

However, by early after- 
noon stocks were off their 
worst levels, although trad- 
ing remained unstable with 
sentiment still suffering 
from Monday’s shakeout of 
more than 500 points. 

In afternoon trading, share 
prices seemed stuck in a 
tight range. As equities were 
sold off; bond prices rallied 
across the maturity range. 
Anticipation mounted in 
advance of the week’s 
employment report, due out 
today and widely expected to 
show a still-strong labour 
market 

By early afternoon the 
Dow was down 10L95 or 15 
per cent to 7,680.42, while the 
broader Standard & Poor's 
500 was Off 10-55 to 979.92. 
Thursday's sell-off touched 
most sectors, with lower 
technology share prices driv- 
ing the Nasdaq composite 
down 1740 to 1,57545. 

financial shares were the 
hardest fallers among Dow 
shares. Travelers tumbled 
more than 7 per cent or $3$ 
to $4i£ and American 
Express fell 85 1 /. to 573K. A 
handful of shares pushed 
higher, including Chevron, 
up $lik to $75. Minnesota 
Mining and Manufacturing 
also climbed S1& to $7Dft. 

Brokerage and banking 
shares fell back as overseas 
markets plunged. Hambrecht 
&Quist fell $2% to $19ft and 
Donaldson, Lufkin & Jen- 
rette lost $251 to $31%. Citi- 
corp plunged more than 6 
per cent to $101ilr. 


Semiconductor shares 
were mostly lower despite a 
sharp rise in Intel shares. 
Intel, the chip industry 
leader, climbed $3£ or more 
than 4 per cent to $77ft after 
Morgan Stanley raised its 
earnings estimates for 1996 
and 1999. 

Retail stocks were mixed 
on the release of August 
store reports. Gap shares 
surged mare than 10 per cent 
to $53 after reporting a 9 per 
cent rise in sales. 

Best Buy also rose 
strongly, up more than 7 per 
cent or $47tf on the release 
of record second-quarter 
sales that were above expec- 
tations. 

TORONTO pushed mod- 
estly higher In early trading 
in spite of renewed weakness 
on Wall Street. 

Most brokers pointed to 
the foreign exchange market 
and a rally for the Canadian 
dollar which helped mitigate 
poor results from Canadian 
Imperial Bank. 

But an upbeat perfor- 
mance from the heavyweight 
golds also lent support to 
sentiment with Barrick 
adding C$1.15 at C$22.40 and 
Placer Dome C$1 at C$15. 

The upshot was a 4.62 
improvement to 5,687.10 In 
the 300 composite index at 
the noon calculation. 

The currency gains took 
the heat off the money mar- 
kets and, in the more settled 
climate for interest rates, 
selected hanks pushed 
ahead. 

Royal Bank of Canada 
gained 15 cents to C$60.60. 
Canadian Imperial, though, 
lost 30 cents to C$29.90. 

Among Industrials, Alcan 
Aluminium added 45 cents to 
C$32.10. BCE hardened 5 
cents to C$5L95 but North- 
ern Telecom shed C$1.75 to 
C$78.50. 


Caracas plummets 6% 


CARACAS was a big loser at 
midsession, down about 6 j 5 
per cent in response to the 
gloomy global market out- 
look and news that the gov- 
ernment had failed to sen off 
its al umin ium holding com- 
pany. 

By midday, the D3C Index 
was 19L2S lower at 2,757.38. 

The tumble came after the 
government formally called 
off next Monday’s auction of 
the aluminium company 
after the last qualified bidder 
pulled out on Wednesday. 


Among individual stocks, 
telephone monopoly CanTV 
shares were trading 85 boli- 
vars or 8.1 per cent lower at 
965 bolivars. 

SAO PAULO picked up 
from its lows at midsession, 
but was still more than 5 per 
cent down on the day as 
declines in the US and 
Europe set the tone for a 
gloomy session. 

The Bovespa index was 383 
lower at 6,422 as benchmark 
Telebrfis fell R$3.70 to 
R881.80. 


BJRQFE__ 

Weakness on Wall Street 
and i n the d ollar depressed 
FRANKFURT, where the 
Xefra Dax index registered a 
fall of 15L38 or 3.1 per cent 
at 4,797.13 by the end of elec- 
tronic trade. 

Russia's tribulations 
remained a drag on the 
banks. Dresdner, which said 
Its unsecured loans to Rus- 
sia totaled DMlbn, fell 
DM5.08 to DM72.10. 

Commerzbank gave up 
DM2J0 to DM50.55 and Deut- 
sche Bank was DM5 JO lower 
at DM107.10. 

BMW was a big loser 
among the cars, down DM80 
to DM1,201 as the Quandt 
family, a major shareholder, 
dismissed speculation it 
planned to change its equity 
holding In the company. 

On Wednesday, Ferdinand 
P16ch, the VW chairman, 
reportedly said his company 
might acquire about 25 per 
cent of BMW. VW lost 
DM9.45 to DM123.05. 

Against the trend, Deut- 
sche Telekom picked up 
DM1.05 to DM50 JO amid 
speculation that Microsoft 
was interested in its cable 
television business. 

ZURICH turned back after 
Wednesday’s rally on profit- 
taking and renewed worries 
about the banking sector. 
The SMI index closed a vola- 
tile session 235.8 or 3^ per 
cent lower at 6.605.L 

Overseas selling hit the 
banks as speculation contin- 
ued about their exposure to 
emerging markets and after 
a rumour, promptly denied, 
that CS Group chief execu- 
tive Lukas Muehleman was 
resigning. 

CS tumbled SFI24J5 or 9.7 
per cent to SFr224.75 and 
UBS dropped SFr39 JO or 8.1 
per cent to SFr450. 

The insurers were also 
lower. Swiss Re fell SFi€3 to 
SFI3J60 in spite of Wednes- 
day’s first-half net profit fig- 
ures, which beat many 
expectations. 

Zurich lost SFr36 to SFr884 
ahead of an » nn ptIin cem en t 
after the market closed that 
it was considering a proposal 
to sell its reinsurance busi- 
ness In London. 

SAir Group lost SFrl7 to 
SFr353 as investors digested 
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news of the Swissair crash. 

AMSTERDAM moved 
steeply lower In heavy vol- 
ume amid rumours that a 
number of option traders 
had run into difficulties. The 
AEX Index ended off 30-43 or 
2 JB per cent at 1,069.83. 

Philips Bhed FI 5.60 to 
FI 123 while among finan- 
cials ABN Amro lost FI 3 or 
6.4 per C8nt to FI 43.80 in 
15.3m shares traded. But the 
big faller was telecoms 
group KPN, which ran into a 
squall of tariff reduction con- 
cerns. 

A press conference 
planned far today by Opta, 
the Dutch telecoms regula- 
tor, Is expected to announce 
a range of price cuts. 

KPN fell FI 7.10 to FI 74 in 
5 Jm shares traded to extend 
its decline to 16 per cant in 
two days. 

Royal Dutch pushed ahead 
to FI 92 on news of its Euro- 
pean refining »Tifanre» with 
Texaco of the US, but fell 
back In late trading. The 
stock, heavily dealt at 9.3m 
shares, closed off 10 cents at 
FI 88.60. 

Retailer Ahold managed to 
keep Its head above water, 
adding 60 cents at FI 61.90 
following an upbeat first-half 
trading statement 

PARIS M 22 per cent on 
the CAC 40 index with the 
banks again under pressure 
and and Renault and Peug- 
eot both falling more than 5 
per cent The benchmark 
ended down 83.21 at 3,64646 
in 21m shares traded. 

Russian lending worries 
among the banks were given 
a fresh twist by Socldte 
Gfingrale, which announced 
plans to take provisions in 


its first-half results. SocGen 
shed FFr64 to FFr936. BNP 
cams off FFr23 at FFr352 and 
CCF retreated FFr33 JO or 7.8 
per cent to FFr400 J.0. 

Renault tumbled. FFr1320 
to FFr240 JO and Peugeot 
FFr51 to FFr942. France 
Telecom, the benchmark's 
leading heavyweight, came 
off FFr23.50 at FFr428J0. 

Oils were a firm feature 
with Elf Aquitaine adding 
FFX18 to FFr611 on the oil 
price recovery, some relief at 
interim results and hopes for 
reduced European refining 
capacity following the Royal 
Dutch deal with Texaco. 
Total advanced FFr20 at 
FFr586. 

Sanofi jumped FFr40 or SB 
per cent to FFr730 after a 
round of broker upgrades 
after the group's first-half 
results. Goldman Sachs held 
its target price at FFr790 but 
lifted earnings estimates for 


this year and 1999 by 3 and 4 
per cent respectively. 

OSLO witnessed a sharp 
retreat by Angto-Norwegian 
construction and shipbuild- 
ing group Rvaemer on wor- 
ries about the corporate out- 
look after poor first-half 
results. 

Kvaemer lost NKr35 to 
NKO2X.50, its lowest level 
since 1992 and after a 19% 
high of NKr381 in January. 
The disappointing results 
were compounded by a local 
press report questioning 
whether there wR g ht be “bid- 
den bombs” worth billions of 
krone in the accounts. 

Merkantfidata, the infor- 
mation technology and 
systems integration com- 
pany was another sharp 
loser, down NKrll to NKr67. 

Analysts were offering a 
number of explanations. 
Including a suggestion that 
its acquisition of DanaD&ta 
was turning into an expen- 
sive deal because of the 
depreciation of the Norwe- 
gian krone against the Dan- 
ish currency. 

The general index dropped 
8617 points to 927.72. 

MOSCOW took another 
tumble after three days of 
relative stability, frith the 
RTS index losing 4J2 or 6.4 
per cent to 61.43, just above 
the market’s all-time low of 
61.15. Turnover, however, 
was a minute SlBm. 


Written and edited by Michael 
Morgan, Jeffrey Brawn, Peter 
Hafl and Paid Grogan 


KL investors 
head for exit 


Malaysia's benchmark Index 
is to per cent below its peak 
before the regional financial 
crisis began and many 
shares are trading below 
their initial offering price. 
But that has not been 
enough to tempt investors. 

Brokers say investors have 
continued to call but rarely 
to place orders. They wanted 
to be kept informed of devel- 
opments in order to spot a 
turning point. 

As of this week, however, 
most foreigners are no lon- 
ger interested. The govern- 
ment in Kuala Lumpur 
Imposed sweeping capital 
controls restricting foreign- 
ers selling shares from repat- 
riating profits for a year. 

“It's basically a Jail sen- 
tence for your capital, " said 
a foreign strategist, who 
dpriined to be nam ed for fear 
of retribution. “It's kind of 
spooky out there.” 

Brokers said foreigners 
frantically called when the 
measures were announced, 
ordering them to sell their 
shares in a rush to get their 
money out of the country in 
a year - If that is how long 
the government requires - 
rather than waiting even a 
year and a day. 

“People will take a hard 
look at Malaysia and ask: 
‘Do I really have to be in this 
market?'," said Audrey Ho, 
head of research at Paribas 
Asia Equity. “Who knows 
what they’ll do next.” 

But many locals are not 
waiting to find out. The capi- 
tal controls also require the 
billions of ringgit held off- 
shore to return within a 
month or be declared illegal 
tender. 

Analysts say much of that 
money will flow into Malay- 
sia's stock market for lack of 
a better place. Banks are 
rapidly lowering Interest 
rates in a desperate attempt 
to reverse the recession, so 
there will not be much to 
gain from depositing funds 

in flriftnrial institutions. 

-But the knowledge that 
money will return to the 
market wifi not be enough to 


draw all local tavestotelfh, ? 
analysts warn. They 'say - 
many are concerned with 
the lack of progress ongov- . . 
eminent attempts to revive 
banks and, thereby, aspbra-- 
tions. It was largely th&lhkt ' 
kept Investors out of the 
market in recent months. - 

The economy is now in . 
recession and investors want '■ 
to know the extent of corpo- 
rate debt and cash flow* An 
increasing number of compa- _ 
nies are seeking court pro- 
tection from creditors ;.ar-. 
they restructure. 

Malaysia plans to buynon? / 
performing loans and assets 
from financial institutions 
and recapitalise the banks so 
they can resume lending. 
But the authorities do not 
want to pay the price • 
demanded by international . 
capital markets for foreign 
money, and economists say 
it will he difficult to raise ML 
the money needed for the 
plan locally. 

Economists now worry 
whether reform will even 
take place at all in light of 
the capital controls. “Bring- - 
tog to exchange controls is 
not necessarily bad as part' 
of a comprehensive dean- 
up,” said Hugh Young, man; . 
aging director of Aberdeen . 
Asset Management- Asia. 
“But if it Is to avoid aoom- 
prehensive clean-up, as we 
suspect to this case, it's 
rather sad." 

Sheila McNulty 


Toyota issues rand warning 


SOUTH AFRICA 


Johannesburg tumbled 2.5 
per cent, hit by the renewed 
weakness on Wall Street and 
a warning by Toyota South 
Africa that high interest 
rates and a weak rand would 
have a negative impact on 
1998 profits. 


The overall index lost 120.3 
to 4,791.1 and Industrials fell 
3.1 per cent to 5,627.1. Golds 
gave up 0.7 per cent to 820.5, 
depressed by dull bullion. 

McCarthy Retail plunged 
45 cents or almost 24 per 
cent to 145 cents after the 
company posted a massive 
loss for the year to June 30. 


Taipei tumbles to two-year low 


ASIA PACIFIC 


On a down day for Asia 
generally, TAIPEI produced 
the region's steepest fall, 
sliding 3.4 per cent or 220.30 
to 6,251-38 on the weighted 
index, the lowest dose since 
September 1996. Volume 
remained thin, however, 
with turnover shrinking fur- 
ther to TSSlbn. 

Foreign investors were net 
sellers for the second day 
running- The main areas of 
nervousness were electron- 
ics and financials, which fell 
5.7 per cent and 3.1 per cent 
respectively. Acer was down 
T31.40 to TJ29.60. Taiwan 
Semiconductor tumbled by 
the daily 7 per cent limit. 
Closing Off TS4 at T$57.50. 

TOKYO fell after electron- 
ics giant Hitachi warned of 
losses for the first time in its 
history, writes Alexandra 
Barney in Tokyo. The Nikkei 
225 Average lost 115.38 at 
14,261.24, after moving 
between 14,207,84 and 
14,368.28. 

Hitachi plunged 7 per cent 
or Y54 to Y706, dragging 
other electronics shares with 
it. NEC, the electronics and 
computer group, was down 
Y41 to Yl.003. Fujitsu slid 
Y44 to YL360. Toshiba, 
another big electronics 
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group, lost Y21 to Y518. Oki 
Electric, which announced a 
tie-up with Compaq, the 
computer group, and Glo- 
be Set, the US software com- 
pany, to launch an email 
commerce programme in 
Japan. Lost Y14 to Y280. 

The banking sector was 
mixed amid continued 
uncertainty about the fate of 
a banking hill now under 
debate in parliament. The 
bill would help banks 
resolve their staggering bad 
loan problems. 

Sakura Bank led the mar- 
ket in volume, finishing Y8 
lower at Y274. Long Term 
Credit Bank of Japan held 
steady at Y51. The Bank of 


Tokyo-Mistubishi was up 
Y25 at Y1.U3. Sanwa Bank 
improved Y41 to Y910. 

Steel shares were also hurt 
by reports that Toa Steel, a 
subsidiary of the number- 
two steel maker NKK, would 
file for bankruptcy. Trading 
in shares of NKK was 
suspended, but the stock lost 
YU to Y113 before the halt. 
Toa plunged 17 per cent or 
Y13 to Y63 before its suspen- 
sion. Iron and steel shares 
overall lost 3J3 per cent. 

The trading volume was 
thin at 375m shareB. The 
Topix index of all first- 
section shares fell 4.99 to 
1,113.77. In Osaka, the OSE 
lost 145 at 154*97. 

SINGAPORE extended its 
decline this year to 46 per 
cent with the Straits Times 
index slipping 15.15 to 812.70. 
Banks stayed in the firing 
line on worries about expo- 
sure to Malaysia. The main 
finance index fell 5.4 per 
cent. OCBC foreign shares 
lost 34 cents to SS3J0 and 
OUB foreign shed 14 cents to 
S$2. 

JAKARTA closed higher 
as toe government's move to 
lift subsidies on commodi- 
ties, apart from rice, boosted 
hopes for further deregu- 
lation in agriculture. 

The composite index fin- 


ished 5.16 or 1.6 per cent 
higher at 334.79. 

Plantation stocks were 
higher in response to the 
government's move. 

London Sumatra rose 
Rpl75 to Rpl.225, Bakrie 
Sumatra gained Rpl25 at 
Rp750 and Astra Agro gained 
RplSO to Rpl.975. 

The upbeat mood spilled 
over to food groups. Indo- 
f bod put on Rp375 to Rp2JE5 
and Mayora picked up 50 to 
Rp40Q. 

HONG KONG edged back 
after a roller-coaster ride 
and brokers said the market 
would have suffered larger 
losses had it not been sup- 
ported by short-covering in 
the wake of last Friday's 
exceptionally heavy trade. 

The Hang Seng index foil 
37.08 to 7,318.59 after drifting 
between 7,201.44 and 7,525.75. 
Turnover rose to HK$&3bn 
from Wednesday’s HK$5-8bn. 

China plays outperformed 
with red chips gaining 2.6 
per cent to 67 and H shares 
were 4 a per cent higher. 

WELLINGTON fell 26B6 or 
1.6 per cent to 1,775.67 on the 
40 capital index. Forestry 
stocks were notably weak. 
Fletcher Paper plunged 14 
cents to NZ$1 and Carter 
Harvey Holt lost 12 cents at 
NZSU8. 
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Johnnies Industrial Corporation Limited 


ivjHLKjiifS FROM THE AUDITED .-IcSUUS FOR OIL YFAR L\DrD 30 JU\'L !9 m.‘ 


• Headline earnings up 10% 

Year ended Year ended 

30 June 1998 30 June 1997 

Rm Rm 


Net income before taxation and exceptional items 

254X1 

181,5 

Share of retained earnings of associated companies 

157,9 

374,4 

Attributable earnings 

850,2 

766,7 

Earnings per share (cents) 

- Headline earnings 

351 

325 

- Attributable earnings 

546 

500 


Capitalisation shares have been awarded to shareholders registered at the dose of business on Friday, 
18 September 1998. Shareholders may, in respect of all or part of their shareholding, elect instead to receive a 
final dividend of 89 cents per share. Shareholders making this election will then be given the opportunity to use 
the dividend to subscribe for new ordinary shares in the company. 

Documentation, which is subject to the approval of the Johannesburg Stock Exchange, containing full details of 
the right of election will be posted to shareholders on or about 25 September 1998, 

Attention of shareholders is drawn to the further cautionary announcement Issued by the company on 
21 August 1998, advising that further negotiations relating to the strategic restructuring process are taking place. 
Shareholders are accordingly advised to continue exercising caution when dealing in their shares. 

3 September 1998 

The full text of the audited results will be posted to shareholders and copies can be obtained from the London 
Secretaries, JC\ (London) Limited, 6 5f James’s Place, London SWIA 1NP or viewed on the Internet at 
h ttpj/ww wjohnnic. coxa. 
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The FT can help you reach 
additional bustness readers in 
France. Oar link with the French 
bonnes* newspaper, Les Echos, 
gives yon a unique recruitment 
advertising opportunity to 
capitalise on the FTs European 
readership end to further target 
she French business woiM. 
For information on rates and 
further details please telephone 
Toby Knden-Crofts on 
+441718734027 


EUROFIMA 

European Company ter tm finance 
aWMtromi Hoang Stock 

UJS. $250,000,000 

Dwtedw Itafc UBOft BtMtf 
Ranting RM NotM Am 2002 

For the Interns! Period 3rd 
September, 1998 to 3rd 
December, 1996 the Notes 

wU cany an Internet Rate 

Ol 5375% per annum with 
Coupon Amounts of U.S. 
SI 3.59. U.S. SI 35.87 and 
U.S. S13586J1 par UB. 
51,000, U.S. $10,000 and 
U.S. 51,000,000 Notes 
respectively. The relevant 
Interest Payment Date wB 
be 3rd December, 1998. 

Swiss Bank Corporation 


MURRAY UNIVERSAL 

Sori&£ dTineoinement k Capital Variable 
pstre ; de Commerce 
N*B8621 

DIVIDEND ANNOUNCEMENT 

0-™ P* ^ w *£*'** aLkaai ^ (i «nd in aruietion on 31 AuouK 1996;- 
CBKfiyldend date: 1 September 1998; pay-date: on or after 25 September 
1996, &B&reipnaf«ttmon c* coupon «• a 
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RECRUITMENT 



RICHARD DONKIN 


Democratic revolution 


A new report of top executives points to 
greater sharing of power and information 


U you look back in history, 
the development of 
civilisations tends to follow 
familiar patterns. There is a 
struggle for ascendancy 
among various tribes, 
leading to the establishment 
of the nation, state under 'a 
powerful ruler heading a 
governing body made up of 
loyal supporters. 

The system can work 
successfully as long as the 
powerful rule can be 
extended: Inevitably it 
breaks down, often within a 
generation or two, as a 
result of weak succession. 

Most companies, like early 
nation states, are effectively 
corporate dictatorships. 

They suffer from' the same 
problems of succession and, 
like emerging powers, they 
often flourish and expand in 
a blaze of acquisitions, then 
stagnate and torn in on 
themselves. 

Some corporate empires, 
such as Hanson, break apart. 
Others, like IBM, try to 
dominate the world only to 
find their success 
undermined by a new and . 
emerging system. 

As countries mature they 
find themselves absorbed by 


the development of a 
workable system of 
government. Sometimes 
change is foroed by 
revolution; sometimes it is . 
more protracted. The desire, 
ultimately, seems to be to 
establish a system that 
delivers a fair and just 
society at peace with itself. 

Companies differ in that 
their aim is- to deliver profits 
far shareholders. But 
underlying this goal has to 
be a long-term desire for 
stability. A company's role 
in society, therefore, must be 
aligned with that of the 
population it serves. 

There seems to be a 
growin g - underst anding 
among .large companies, 
forced partly by the 
collapses of the early 1990s 
and the consequent 
strengthening of corporate 
governance, that their 
success and survival 
depends on external as well 
as internal factors. 

Internal processes, such as 
succession planning, can be 
influenced by boardroom 
policy. But companies are 
finding that they must also 
address external problems 
such as skill shortages. Such 


concerns are s timulating 
hew thinking about the way 
companies should be run. 
Some of these Ideas have 
been captured in a study 
carried out by the Economist 
Intelligence Unit for a Korn/ 
Ferry International report 

The research surveyed 160 
senior executives In a broad 
sweep of businesses across 
the world and interviewed a 
farther 75 top executives. 

The study finds business 
leaders are continuing to 
occupy the paternalistic 
command and control role. 
But, when it asks tee 
executives where they need 
to be in 10 years' time, there 
Is a consensus that their 
style needs to change. They 
describe future leaders as 
entre p reneurial, visionary 
and prepared to share 
information and power. 

Some 44 per cent of the 
respondents expected 
responsibility and 
accountability to be 
decentralised among 
operating units and regions. 
This, says Kom/Ferry. will 
require an ability among top 
executives to delegate 
responsibility, to inspire 
greater co-operation across 
functions and to promote 
more effective team-building. 
Another strong constituent 


of the predictions is a belief 
teat customer satisfaction 
and shareholder value as 
measures of effective 
leadership are going to 
become more important than 
profitability. 

The business leaders 
questioned in tee survey 
also expect boards and their 

top rnarapympni tpamc to 

become more diverse, with 
more women and people 
from different national and 
cultural backgrounds taking- 
the top jobs. 

Leadership, it seems, is 
breaking out all over. 
Tomorrow's company, says 
Korn/Ferry, will be managed 
by a team of leaders. Does 
this mean that companies 
will more closely mirror the 
governments of settled 
democracies? It seems a 
logical development. 

The idea that a chief 
executive should work to 
some kind of democratic 
mandate is en o ugh to 
many business leaders 
cringe. The last thing they 
want is to be made 
accountable for their 
actions. 

But corporate democracy, . 
of a sort, is already with us. 
Chief executives may not be 
elected but they are 
certainly deselected. As the 
report concedes, succession 
planners are having to 
contend these days with the 
“three Rs“ - removal, 
retirement or recruitment of 
a chief executive. 

Removal, says tee repor t ,, 
is becoming much more 
common, particularly in the 
US, as large institutional 
investors flex their muscles. 
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This, in itself, is influencing 
changes In leadership styles. 

Contrast this research 
with the trivia about ties. 
ariri hffu rric fliatingtdihing 
high- and low-fliers pushed 
out by KPMG Management 
Crtwgfl 'ItTTig in its annu al 
British Business Leadership 
Survey last week. Get a 
yellow geometric tie and a 
good shave, it seems, and 
you're heading for the top. 

The study defined high- 
fliers as those who have 
managed companies with 
profitability growth of SO per 
cent or more whereas “low 
achievers” are those with 
companies that have not 
grown in profitability. There 
are clear absurdities in such 
definitions. How many of 
those in the 30 per cent and 
upwards group, for example, 
will be able to sustain such 
growth? And how many of 


those in the unprofitable 
part are undertaking some 
form of transition in their 
businesses? Today’s 

high-flier can easily become 
tomorrow’s under-achiever. 

More worrying is teat 200 
board directors of companies 
with an annual turnover of 
more than £50m bothered to 
respond to the survey. More 
worrying still, is that many 
could not name their 
favourite business leaders. 
Same merely put “top person 
at Shell” or “the man who 
runs Rentokir. The 
corporate democracy begins 
to look more attractive by 
the minute. 


For information about the 
Kom/Ferry report contact 
Ruth Grierson, tel +44 171 312 
3249 


richard.donkm@FT.com 



WORKING BRIEFS 


Popularity of 
all-round 
assessment on 
the increase 


The use of all-round 
assessment, better known 
as 360-degree feedback, is 
growing rapidly, according 
to a report by Towers Perrin, 
management consultants. 

The research, which 
surveyed 380 employers 
from IS countries, found 
that aJI-round assessments - 
where opinions on an 
employee's performance are 
sought from managers, 
peers, subordinates and 
sometimes from customers 
- were used most 
commonly among senior 
executives. But many 
companies that plan to 
introduce the process intend 
it to be far more widespread. 

More than half of 
companies using all-round 
assessments have 
Introduced it as a voluntary 
process and most use it for 
training and development. A 
minority uses It for 
promotion and pay awards. 
Julia Lampshire, tel +44 177 
80S 6262 


employment rights. Which?, 
the consumer organisation, 
has~pubtished a new guide 
to employment in the UK. 
outlining the legal 
obligations and rights of 
employees and employers, 
including various changes in 
European employment 
legislation. A chapter on 
maternity rights, which can 
be confusing for bote 
employers and employees, 
includes a maternity benefits 
calculator. The book is 
aimed at a broad readership 
but personnel managers 
might also find ft useful 
The Which? Guide to 
Employment, £1039 


Productivity loss 


Which? rights 


Greater use of flexible 
working patterns has led to 
uncertainty among many 
people about their 


Productivity among 
employees of companies 
undergoing restructuring 
programmes involving job 
losses can drop by as much 
as 3 Vi hours during a typical 
eight-hour day, according to 
statistics from the US 
Department of Labor quoted 
in Manpower's monthly 
newsletter. The report 
suggests that companies 
anticipating Job cuts should 
prepare the ground well 
ahead of the announcement 
The report also quoted an 
American Management 
Association survey of 500 
US companies that had cut 
jobs. Three-quarters said 
morale had collapsed and 
two-thirds found no Increase 
in efficiency. 


BANKING FINANCE & GENERAL APPOINTMENTS 


Asian Banking Opportunities 


Major US Bank - VPs/AVPs 


£ Excellent + Benefits 


Our client, a major US bank, is going through an exciting time In Its development in the Asia Pacific region. In line with their continuing expansion In Asia, they are seeking to appoint processing unit 
managers for the following product lines. . 


Derivatives Settlement (VP) 


FX Options Settlement 


FX Settlement, Regional 


Reporting to the Head of Global Markets Operations, you will 
manage an experienced team responsible for daily processing 
operations of the Derivatives business. You will maintain service 
levels, ehsure effective support to the business and have 
strategic input into the current and future development of the 
Operations Unit. ■ 


Part of the Global FX Options trade support unit and reporting to 
the Head of Derivatives Operations, you will manage one or more 
teams responsible for daily processing operations within a Global 
FX Options Unit Your contribution will be instrumental towards 
the support of the Global FX Options business. 


Reporting to the Head of Regional FX Operations and managing 
an experienced team, you will be responsible for the daily back 
office operations of the FX Unit. You will play an instrumental role 
In maintaining sendee levels and providing effective support to 
the Asian FX business. 


Preferably degree qualified, you wHi have a track record of at 
least 10 years in derivatives back office operations in a 
multinational bank- You will possess excellent product 
knowledge of derivatives including swaps, FRAs, caps, collars, 
floors and futures, strong management and leadership skills and 
be a team player. 


Preferably degree qualified, you will have a track record of at 
least six years processing exotic FX Options in a multinational 
bank. You will have excellent product knowledge of exotic options 
and possess strong management and leadership skills! 


Preferably degree qualified, you will have a track record of at 
least five years in FX back office operations In a multinational 
bank. You will possess strong management and leadership skills 
and be a team player. 


Please telephone 0171 831 2000 or forward a CV to James Nicholson at Michael Page City, 50 Cannon Street, London EC4N 6JJ. Fax 0171 329 2974. e-mail: jamesnicholson@michaelpage.com 
or www.michaelpage.com 


Michael Page 


CITY 


i- New Vorit- Paris- Amsterdam* Frankfort * Milan • Madrid * Bong Kong • Singapore- Sydney 


asrasa 


International Private Banking 


London based 


Middle East 


£ Excellent Package 


Our client is a highly reputable and rapidly expanding global private banking institution located in 24 countries worldwide. The bank offers a bespoke range of services to a global client base of high net worth Individuals, Including portfolio 
management, trusts and fiduciary services. 

The continued strafegc growth of the operation has resulted in an excellent opportunity tor a number of relationship professionals to join this dynamic and prestigious organisation, concentrating on the Middle East 


S eni or Relationship Manager - Saudi Arabia 

Reporting to the Regional Director for the Middle East ideal candidates for this role wifl possess; 

♦ A minimum of five years relevant experience either from a portfolio management or private banking background, 
with existing, exposure to clients in the regran. 

♦ Strong knowledge of Investment and fiduciary products. 

♦ First rate rdationsbip skills and a proven ability for business development 

♦ An SFA qualification and/or Arabic language skills would be an advantage. 


Relationship Managers - Middle East 


Reporting to the respective Senior Relationship Managers, the team requires three Relationship Managers for the 
areas of UAE/lran, Kuwait, Egypt and the Levant Candidates will possess: 

♦ 24 years relevant experience from either a portfolio management or private banking background. Exposure to 
existing clients is more relevant for the regions of Kuweit, Egypt and the Levant than for the UAE/lran. 

♦ Ability to develop business in conjunction with Senior Managers. 

♦ Good understanding of private banking and investment products. 

♦ Good written and communication skills. 


these positions represent outstanding opportunities for ambitious individuals to either move into, or farther develop their career in private banking. For the right candidates, highly competitive compensation packages will be offered. 

interested candidates should contact Mark Pettman or Richard Dotgan on 0171 2CS 1868, or write to teem enclosing a current curriculum vitae and remuneration details at Michael Page City, 50 Cannon Street London EC4N 6JJ. 
Fax 0171 329 2986. Please quote reference 443168. email: chy.corp.bank®michaelpagexom www.michaeipage.com 


Michael Page 


CITY 


Loodoa^ * New York » Pwia-Ai ntf^itoTn -Fnnidvrt- Milan- Madrid *Boag Ktog • Singapore* Sydney 


Appointments Advertising 


appears in the UK edition every Monday, Wednesday & Th 
and in the International edition every Friday. 

For further information please call:Karl Lovnton on +44 0171 
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873 3694 
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FINANCE OPEN EVENING 

An Invitation , 

Thursday I October 1998 

Qualified Accountants/Finance Professionals 


Investigate a new career 
with one of the world’s 
leading investment houses. 

At Goldman Sachs our greatest assets are our 
reputation and our people - we value and reward 
intellect, innovation, commitment and achievement 
through teamwork. 


If you are either a newly qualified accountant, or have up to 
two years post-qualification experience and know that you 
could thrive in our fast-paced, challenging and meritocratic 
environment hen we would like to meet you. 

We have a broad range of opportunities across our 
global finance function. At our Open Evening you will 
have the opportunity to meet us and learn more about 
the part which you could play in supporting and 
controlling our dynamic businesses. 


For your personal invitation and further details of the 
venue, send a full Curriculum Vitae by 18th September 
1 998 to our retained consultant; 

Annie Stevens at Robert Walters Associates. 

JO Bedford Street, London WC2E 9HE. 

Tel; 0171 915 8859. 

Fax: 0171 915 8714. 

E-mail: annie^te vens@robertwalters.com 


(iolrimaii 

Sadis 


DIRECTOR OF EQUITIES 


'-Yi 


PARIS BASED 

Our clieiu is one of the leading fmsnrai institutions on the French market coveting stockbrokiijg 
activities, financial engineering securities research & analysis and asset management. They thrive on an 
international diem portfoko.openting titan their Rub and New York based offices The group is one of 
the driving forces behind a European research association. 

Reporting to the Board of Directors, your main responsibilities wftl include: 

• general management of the toticutioral sates dWistoa. inetudlng cxacasWc team m anage m en t 
and coaching 

• develop commercial relations with existing institutional diems in order to drive the overall 
saks ofpiendt equity 

■ esta b lish and mafaitaiii frequent contact with senior m anagement of leading companies quoted 


on the French stock market 

• continuously track current and expected performance of the French Equity* Market 

• personal involvement with major clients in France and abroad 

• further develop personal network of profostunal idohons 

• continuously analyse and track world financial markets and evaluate the impact on the 
. French markets 

• overall coordination of the team of economists and securities analysts 

• strategic development of tbe research department and coordination of research priorities 
and projects 

Hx ideal .-andvtMf will have a university degree in Business Adminbuatian or the equivalent. 


SUBSTANTIAL SALARY PACKAGE 

with a ndmaiura of 10 -IS yean, - experience in tosdnaiotBl sales and management. 

Fluency in FtyiMi and a good knowledge of French is required. Excellent peuptoounapement 
skills, in authority driven by competence and a strong commercial fading is required. 

In return, our client offers a thrilfing job opportunity with an attractive salary package in * 
dvtunuc and multicultural environment. 

for timber information, please contact Chrbtophe Vtadoontc on +52 2 511 66 88. 
£». +52 2 511 99 69 or send him your detailed Curriculum Vine at Robert WaBcrf A k wclrtrl ,- 
Avemie Louise 66 Box 5. B-1050 Brussels, Bdgtam. 

E-tcaiL brossekRi ulieitwjlters.com 'Pdv. hstpif^vrgrwjobettwatersxom 
You may also ipp<) via http-y/tapsxoai/Soberi_Wahers quoting reference 1W163- 




ROBERT WALTERS ASSOCIATES 



LONDON THAMES VALLEY AMSTERDAM BRUSSELS FRANKFURT lilt YORK HONG KONG SINCAPORE SYDNEY MIJBOVRXE II 1 t I t M E WELLINGTON AUCKLAND JOHANNESBURG: 


CORPORATE CREDIT RISK MANAGEMENT 

GERMANY/AUSTRIA ■ * ‘ 


FRANKFURT 


Our client is one of the worid’s premier investment bonks following K s recently completed magec 
The result of which has created a market leading organisation in all product areas covered within 
Investment banking, including corporate finance, fixed Income and equities. 

Tbe corporate Credit Departmen t, in Frankfurt is responsible for the approval of all transactions 
originated hi Germany and Austria, for all products. Doc to the current and expected increase in 
business volumes, we now need to expand the team by the addition of a Credit Officer and an 
Assocmc.Tbc rates will have the following key rcspoos&ilities: 

Credit Officer 

• credit responsibility for a designated portfolio of names 


• providing approval and recommendations for aU transactions relating to the names 

• liaising with product and interaction teams In undeistandtag scniLTuriag and mitijpiing credit rt* 

Associate 

• credit monitoring of a designated portfolio 

• recommending ratings on ail aO o c a ted counterparties 

• instigating cBem visits for due diligence 

• liaising with the product and tnnsacitoas teams 

You wlD be given the opportunity at having individual resj»osibflKy within the team and are 
fikeiy to passem tbe following skills and experience 


EXCELLENT PACKAGE 


• a graduate with format credit training and a mi ni mu m of two fears experience for the Associate 

lad five yeara plus for the Credit Officer ■: ^ 

• 1 broad exposure and knowledge of the different product areas 

• an ability to mtetaci and communicate effectively at aB levels 

If you how the necessary prerequisites (Mease contact Cofin Gibb on + 44 171 915 8845, 
or ahenritivety send your Curriculum Vitae to Robert Walter* Associates. 10 Bedford Street 
London TFC2B 9HE or fax details for Cohn's attention on * 44 171 915 8845. 

E-mail* c r »l ht . gihh #rot> utyJ l tea K pm Web: hnpLf/www j o b e i tw a herfcCoaa 
You may also apply via trape//&q»omin/ltobcruWalten quoting re ference RW166. 
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ROBERT WAITERS ASSOCIATES 



LONDON THAMES VALLEY A M S T E * t» A M 


. u seels rumvu x tv yore ii <■ n g k o n g 


I N G A r U R L STONIV MELROtRXI IllSIkSl WELLINGTON AUCKLAND JODAm'll'lE 


Equity Research - Utilities Analyst 

Developing high-quality utilities research with a global reach 


At J.P. Morgan, a leading global investment bonk, 
the continued growth of our European Equities 
business is creating further career opportunities 
in research. Ba^ed in Loudon, our equity research 
effort focuses on selected pan-European sectors. 

Our equity research in the utilities sector is growing 
as the trend towards privatisation and deregulation 
in continental Europe is maintained. Our focus is on 
electricity and water utilities. We are looking for a 

versatile utilities analyst who can play a generalist 
role in providing expert advice and support in response 
to both internal and external client needs. 

As a member of the utilities team, you will gradually 
develop your own coverage of companies, probably 
in Southern Europe. 

Your objective will be to analyse sector trends, 
forecast companies’ results and. ultimately, 
make investment recommendations. The ability 


JPMorgan 



to prepare financial moil els and provide effective 
marketing support is key and will lead to the 
development of dose relationships with fund 
managers and companies. 

You will need at least a 2:1 degree in a business, 
economics or accounting discipline, preferably 
supported by an MBA. You have a corporate 
finance/equity research background or exceptional 
experience in industry or consultancy. Fluency in 
at least one other language, ideally Spanish, is also 
essential. You will have a high level of self-motivation, 
excellent verbal and written communication skills 
and the ability to work effectively us pan of a team. 

To apply for this role, please send a full CV quoting 
ref: 2232 to The Respouse Management Team. 
Associates in Advertising (ALA). -5 St John's Lane. 
London EC DM 4BH. 

Closing date for applications is 21 September 1998. 


© 1998 IP. Moon A Co. foro u hl IP. Mocgan Sccwiara Ltd b. wgUateo 
i» tfie SFA. JJ 5 . Hagan h 1f» raartwdng raw for IP. Ho^n & Co. be m p g ahO and 
fa stfsdsfcs wrtidde. 



The Inter-American Development Bank, the largest regional multilateral development 
institution, based in Washington DC, invites the submission of resumes for the following openings in 
its expanding Private Sector Department: 


Senior Specialist / Socialist - Project Finance 

Functions: 

• Contribute to the Department’s program of 
financing private investments in Latin America 
and the Caribbean region. 

• Lead/participate in interdisciplinary teams 
responsible for the origination, appraisal and 
negotiation of infrastructure project finance. 

• Supervise/participate in activities related to 
portfolio performance. 

• Represent tbe Bank in public fora related to private 
infrastructure financing. 

Requirements: 

• Education: MBA Degree or equivalent. 

• Experience: At least 10 yrs. of relevant experience 
(senior position), including six years, in project 
finance, preferably in infrastructure investments in 
emerging markets: at least 6 yrs. of similar 
experience for tbe other position. 

• Languages: Proficiency in English and Spanish or 
Portuguese. 


Portfolio Management Specialist 

Functions: 

• Assist in developing poHcies/procedures for 
project supervision and portfolio risk management. 

• Review and participate in the portfolio monitoring 
process and operations. 

• Make recommendations and provide 
credit/financial analysis to support decisions 
related to risk rating and specific loss allowances 
in tbe private sector portfolio. 

Requirements: 

• Education: MBA degree or equivalent 

• Experience: At least 5 yrs. of relevant experience 
in portfolio and risk management; 2 oF these years 
at the international leveL International experience 
in direct financing of private sector projects a phi*, 
particularly in international loan portfolio 
management of loans in Latin America and the 
Caribbean. 

- Languages: Proficiency in English and Spanish. 


Interested applicants should send cover letter and resume tin duplicate), by September 1 5. 1998. including salary history, to: 

Inter- American Development Book Stop. £0507 
Code: PRl/LB 

1 300 New York Avenue NW. Washington. DC 20577 USA 
or Fax (202) 623-3014 

Ai a reflect too of its coaramaieat ui its borrowing member countries, ibe Bank may require staff to accept assign meat* to both country officer and 
headquarter* Only applications which twsi match the requirement of the posiuoa will be acknowledged. The Bank offers a competitive 
compensation package and encourages gender equality in its hirtns practices. 


Net. Works 


The FT IT Recruitment section is also available all week on www.FT.com 
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ABBEy 

mnoiiAL 

TREAswriayicES 


Credit Risk Managei merit 

J TMAtuiPfsatw cg 


Credit Analysts - Various Levels 

Salary £ Competitive - Central London 


Abbey National Treasury Services pic (ANTS) is the wholesale banking operation of Abbey National pic, one of the UK's top 
twenty companies. ANTS is a major participant in the international financial markets whh a reputation lor responsiveness, 
innovation and professionalism, and assets of over £80bn. 

The Credit Risk Management team phys an active role in the support of new business initiatives and ensures that the 
high quality of the asset base is maintained. ANTS* continued expansion and diversification into other asset categories has 
resulted in several new opportunities for credit professionals keen to participate in this dynamic environment. Potential 
candidates wrfl possess experience in at least one of the following areas: 


* Securitisation 

* Project Finance (UK and international) 

■ Corporates (preferably high yield or leveraged loans) 

■ Bank and Non Bank Financial Institutions 


AppEcants should be proven credit professionals with relevant experience gained ata taufing financial institution. Strong 
analytical skills and product knowledge will be combined with experience of cash flow modelling and Ideally, an appreciation 
of equity analysis. 

Articulate and numerate, with self confidence and the ability to stand by your decisions, you will enjoy taking 
responsibility for your work and seeing projects through to successful completion. Successful candidates will be involved in 
a variety of assignments undertaking analysis, nuking recommendations and presenting proposals at board leveL Working 
closely with the transaction underwriters, and as a key member of a lively team, you will possess the ambition and drive 
necessary to make your mark and build on your current skills. 

In return, we will provide you whh an attractive salary package commensurate with your experience and ample scope to 
develop your career and diversify into any of our other specialist business areas, lo apply for this outstanding opportunity 
please forward in strict confidence, your CV, current salary details and day/evening telephone numbers to Barkers Response 
Services, 1st Root, V\feJBngcan House; Queensmere, Slough. Berkshire, SLI I DB, quoting ret. 5Q56A. 

To support a heahhy work environment . Abbey National operates a no smoking policy: 

Abbey National positively welcomes applications from every section of the community 
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HEAD OF INTERNAL AUDIT 

ABB Financial Services 


ABB is a global US S35 billion Group serving customers in power, oil gas and petrochemicals, automation, 
contra ctkig, rail transportation and financial services. ABB employs approximately 22(1000 people in over 140 
countries. 

ABB Financial Services is one of seven Business Segments within ABB and offers a wide array of financial 
services including sales support financing, treasuy, leasing, asset management and insurance, to both ABB 
companies end external customers. 

internal Audi acts as a management function, identifying and recommentfing improvements to management. As Head 
of the Global Internal Auditiunction you udl report directly to thagraup executive responsible for FatandalServicBS and 
be based in Zurich. 


Responsibilities: 

- Conduct operational audits to identify crucial 
business risks 

• Ensure effective internal control processes are 
implemented and adhered to 

• Add value to management and improve 
operational efficiency 

• Manage the department operations, people and 
budgets 


Qnliftcatioas: 

The ideal candidate wilt possess a degree in a financial 
discipline and have ten years professional audit 
experience in banking and finance. Knowledge of best 
practice risk assessment IT audits and Computer Audit 
Assisted Techniques are vital. International experience 
is a pre-requistte. Strong leadership, coaching and 
communication skills are required. Creativity, 
judgement, diplomacy and a pro-active, results- 
oriemated management style are essential 


Please send full persons! and career details, including current remuneration and daytime telephone number, 
quoting reference ABB/121 to Susannah Pringle at LAI International 2nd Boo r. Berkeley Square House, 
Berkeley Square, London W1X 6EA. 
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International 


ABB IfK 


Investment Institution 

United Arab Emirates Based 

Excellent Career Opportunity Competitive Remuneration Package 

Ourctient. the Abu Dhabi Investment Authority (ADIA). is a prominent inwstment institution in the United 
Arab Emaates. Established for over 20 years, it is a major player in the global equty and financial markets. 

Due to expansion, our cBept 8 now seeking to appoint two qualified Investment Analysis with expertise and 
knovriedge to explore new opportunities and markets of the Middte East and North Africa. 

The Tasks 

The two candidates wiH be required to assist in: 

m The identification of investment opportunities and acquisition targets. 

a The preparation of business valuations, viabflfty studies and quaBtative/quantrtative analyses, all of which 
should assist management in reaching sound business decisions, 
m The devetapment of acquisition criteria and strategy specific to each investment urKler consideration, 
prior to approaching targets. 

m Uaising with external advisors and other investment parties connected with the deals. 

The Candidates 

Senior Investment Analyst Investment Analyst 

Age: between 35 and 40 between 25 and 30 

Experience: 10-15 years of relevant experience miniman 5 years of relevant experience 

Qualification: MBA CM. CA or CM MBA CM. CAorCFA 

should be fluent in written and spoken should be fluent in written and spoken 

Arabic and EngTish Arabic and English 

Qualified candidates should forward their Curriculum Vitae together with a recent photograph and 
expected remuneration package before 18 September 1938 to Ernst & Young Executive Recruitment 
Division. P.O. Box 136. Abu Dhabi. United Arab Emirates. Fax No. + 9712 722968. 

Please quote reference number 211. Only those candidates who are short fisted will be contacted. 


HI Ernst & Young 


Commerzbank AG is a leading international German bank. Our banking business b 
growing rapidly and we are an active participant in global financial markets. 

CREDIT ANALYSTS 

with 2-3 years’ experience 

Our Risk Management ream is independent of the product groups and is responsible for company and 
transaction analysis of major British and international corporates. Its expertise has been recognised by 
internal promotions and there is scope for progression into ocher areas of the group. Investment banking 
business continues to grow rapidly, especially in international structured and project finance, which is 
reflected in die increasingly complex nature of the transactions to be analysed We seek two credit 
analysts: the first vacancy will be a significant rote for an analyst with some experience in structured 
transactions and calls for at least 3 years’ quality credit analysis experience and the ability to produce a swift 
and authoritative analysis. The second calls for fess experience (18-24 months), but the candidate must have 
die capacity to progress speedily. These positions are important for the further development of the business. 
Applicants must be of high intellectual calibre, with cre& training from a leading bank, together with the 
personality to contribute su bs tan ti ally to the team and to the quality and development of the credit process. 

For flte right candidate an attr a c t iv e remuneration package will be negotiable. Please send 
applications, in strict confidence, with faH career and salary details and quoting reference 
CA7723/FT to our consultants: CJA, 2 London Wall Buildings, London Wall, London 
EC2M 5UX, fax 0171 256 &S 0 L Applications sent to Commerzbank wffl be forwarded to CJA. 


COMMERZBANK^ 


OUR CLIENT IS A GLOBAL DIVERSIFIED MANUFACTURER OF AIR CONDTTIONNING SYSTEMS. 
PLUMBING PRODUCTS, AUTOMOTIVE EQUIPMENTS, EMPLOYING 
44 000 PEOPLE, WITH A TURN OVER OF US $ 6 BILLIONS. 

ITS AUTOMOTIVE ACTIVITY IS EXPANDING AND NEEDS TO DEVELOP ITS IT DEPARTMENT. THIS 
DEPARTMENT, CURRENTLY LOCATED TO THE EAST OF PARIS, IS LOOKING FOR TALENTED 
PEOPLE TO FILL THE FOLLOWING POSTTIONS 

INTERNET/INTRANET ARCHITECT Ret.wcF oi 

The Internet/Manet architect is pari of the intrasftucturo team and brings his/her expertise on the Intamai/lntranei technology to trie group. Is 
responsible lor al Internet and toaietWeb servers and services woridvwte. DesJffW. develops aid promotes tha intranet technology. Integrates tee 
NT architecture, the McresoR tetreneVkiternai product fine into Ihe group. Manages afl VVab aorvtoas. malntaba and upgrades setws. software 
standards and security: Proposes and waBdaies Intranet appfcations concepts based on MS, ASP & SqtSemer. 

Enhances existing Web-based resources and develops hem further to incorporate resources requested by users, maintains and iqxtatas users 
Manat. 

Wortcwfth inert business unite authors to create and manage new Manet sites using RontPage and tamly tools. 

to quafify. you must be Sidy Berate In the above mentioned areas and have experience in Web production work In a Mkrosofl NT environment and 
gtee attention to detail. 

A BS In Computer Srienoe wfth 2 years extenswe web project management te rec^rired excefert or ga n iza tional, writing and conm u nicadon skits. 

NETWORK COMPUTING SUPPORT mlwcf 02 

Manages and deploys the defined G»m> Aidntecture for Narwoik computing. 

Is iMporaUs tor testeig earvar appfcabons and working with the hardware and network support staff to ensure ratable overall web operations, 
analyzing traffic id the dflarem business unte. Studs* and defines potential evolutions such as .-JamMctheXConponents tee, NG/PC strategy 
MS Exchange efiem choice, Gnaqjware software components, to optimize performance of software and servers. 

Assists Business units to define migration plans to defined group Architecture. Provides network hardware and software support and assists intranet 
users in soMng system problems - Troubtoahoote browser software and connectivity problems. Participates in the estabishment of proaadiies lor 
problem determination. 

A minimum eoqtettance of 4 yearn In desktop manag em ent and airport in a PC netwoifced erwtronment, with Mcraaoft products knowtedga is 
requested ataqg wttii good communication skits. 

E-MAIL ADMINISTRATOR Ret WCF 03 

Serves as the E-MaS Mtaosoft system administrator aid Mittmecta products (video, coherence, fax gatawqi _) support tor the group. Coordinates 
al activites surrounding die management of that system rx&Jdlng maintenance and operations, enforcement and i nterpretation of poCtiao. Plans the 
mkpsfion and deploys new MS Exchange server hi al the gnxq> urtits. 

Rotates and promotes tee usage of MuHmeda internally and extemaly wtth business partners. Works closely with users to assist them In ranking 
problems wltfi e-mail communication. _ 

Mot have strong agantztefonal and computer sSaSs. along with the abtty to integrate and vrork effectively in a team environment 
A Bachelor' s degree in computer science. Information systems, mathematics or related Safe with 2 years of experience in computer systems 
wkrenslration or support is preferred, along wfth Basic understandng of operating systems and networking protocols. 

Al th8 above po si tion s require an axcelent comman d of En^sh. Wanswe timing, vatid EEC working papers and are located in 
tfie Paris area. 

Salaries range from 250 000 FF to 350 000 FF dependng on posftion and experience (relocation compensation to be negotiated). 
Please send your CV and covering tatter, specifying reference, to - 1 


2, rue Louis David - 75782 RKR1S CEDEX 16- FRANCE 
E-mail jgron»@cogeplanxom 


REPRESENTATIVE 
FOR THE NETHERLANDS 



EASDAQ’s mission is to create a -European stock market which is liquid, efficient and fair, where fast growing companies 
wtth international aspirations can raise capital from interested investors. EASDAQ is a screen based stock market enabling 
companies, intermediaries and investors to have direct access wherever they are located. Tratfing is well regulated and 
cosFeffective, and companies benefit from a broad range of European and overseas investors. 


EASDAQ is searching for a senior level representative to 
oversee and manage its soon-to-be-opened 
representative office in the Netherlands. Based in 
Amsterdam, the representative will be responsible for 
maintaining and developing business contact with: 

• IPQ candidates and companies already trading on 
EASDAQ 

• the banking and brokerage community 

• the financial press 

• institutional investors 

Reporting to foe Head of Business Development foe 
representative should have the following profile: 


A strong academic background in Economics, Business 
Administration or Finance and have gained at least 10- 
15 years experience in the corporate field 

Working experience in finance 

Excellent knowledge of the workings of a stock market 

Ability to market and develop EASDAQ’s position In foe 
Nefoerloxte 

Fluent written and spoken English with other European 
languages a great bonus 

Bijoy working within an international team * 

Excellent analytical and communication skills. 


This is an unique opportunity to contribute to the development of EASDAQ in the Netherlands. The compensation package 
wfil reflect foe importance of the role. 


If you are interested in working for the European Stock market, please send a full CV to: 
EASDAQ SA, to the attention of the Chief Operating Officer, KoJonl&nstraat 56, Box 15, 1000 Brussels, Belgium 

Tel: 322 227 6520 Fax: 322 227 6587 



Packages From £60-£125k + Benefits 

Jonathan Wren is seeking, on behalf of its USA and major global European Banking 
clients. Credit, Risk and Research Analysts for a range of specialist roles including fixed 
income credit research; market, product, VAR and exposure risk management; 
and counterparty credit, particularly emerging markets. Banks and NBFI's. 

All ca ndidates must be well educated, experienced team leaders/players. We also need 
Analysts with special experience with high yield and leveraged loans (USA/UK) to meet 
with issuers to prepare and value credit information for loan transactions and write 
industry reports for publication. 

All CVs with de tails of current remuneration to Ron Bradley at the address below. 


Jonathan Wren Search & Selection Limited 
34 London Wall, London EC2M 5RII 
Telephone 0171 588 0828 Facsimile 0171 588 0829 
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Product Manager - 
M uttl-Cu rren cy Processing 

Brighton Excellent Package e Relocation Assistance 



American Express Is one of the world's most famous and weJPrespected brands 
in global travel and financial services provisions. Due to further investment in new 
products and services, an opportunity exists In trio Electronic Merchant Services 
Division. Primary accountabffities wit bee 

• Responsible tor developing and managing ail aspects of Pan -European 
muffi<uf7encyauthorsafon, submission and settlement products 

• Liaising with and coordinating cfents, technology resources and third 
party suppE&s 

• Ensuring specifications, product plans and support requirements are managed 
to the highest standard 

• Development of product efistribufon strategy and sates training programme 
To succeed in this rote you wfil have experience of full life cycle product 
development, matrix managamero, extensive project management and superior 
interpersonal skfls. a knowledge of financial services and merchant 
acqUrer/transactton processing industry would also be desirable. 

To discuss this opportunity please contact David Milsr on 0171 970 9700. quoting 
reference 549523. Alternatively send your CV to Km at the address below. 


28 Essex Street 

tondon WC2R 3W 

Tel 0171 970 9700 

Fax 01 71 3535639 

E-Mai email O0p3dgrouwxm 

internal www.psds 3 rauj.com 
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MARKETING RESEARCH ANALYST 


A leading multinational consumer goods company in the Lake Geneva area is seeking a young, talented, highly numerate 
individual with good interpersonal skills. Reporting to the Manager Marketing Research, he/she will, provide support in 
converting marketing research into practicable marketing and business recommendations. He/she will be a key player in 
developing and implementing an innovative and ambitious research program and, as such, will draft the pan-EU analysis and 

reports. This position has on-going contacts across functions and markets. 


The ideal candidate will have: 

• a degree in Economics. Social Sciences and/or Business Administration with strong quantitative content 

• at least two years experience in a marketing/marketing research function preferably within a FMCG environment, 
the service industry or a research supplier 

■ computer literacy ^ experience in applying statistical and other in-depth analysis tools for business 

• ability to work in a team effectively and efficiently to meet short deadlines 

• good oral and written communication skills 

• fluency in English and preferably another European language 

This is a unique opportunity for a bright individual to develop his/her skills in an international environment. The company 
offers excellent career prospects and a remuneration package commensurate with qualifications and experience. 


For details, mite with full curriculum vitae or call 

Ms. L. Rauscberibach 
13 Cbemin des Chamuses 
CH-1234 Vessy/Geneva 
Switzerland 

Phone: 0041 22 784 32 82 Fax: 0041 22 784 33 87 


European Market and Credit Risk Team Leader 


^Excellent Package - London Based 


J.P. Morgan, one of (he world's leading investment banks, 
currently has an outstanding opportunity Tor a proactive 
and determined individual within the Audit function. 


The Role: 

■ Responsible for assessing and supporting areas within 
the bank which measure and manage Market Risk, the 
valuation of financial products and the assessment/ 
management of client credit. 

* The individual will he required to Independently advise the 
business regarding their control infrastructure and through 
(heir team mobilise resources to meet client and audit needs. 


Tbe Individual: 

• Tbe successful candidate will exhibit a strong background 
in Market Risk, trading and/or Ptadori Control and trill 
have been exposed to all the asset classes. 

• Demonstrate an ability to critically analyse business 
processes, and evaluate the relative differences in Risk 
Management practices and tbe impact lo tbe control 
environment. 


• The role demands strong commercial judgement and an 
. ability and desire to convert theory into practice. 

• Tbe individual will play an integral role in tbe European 
Audit Management team, and contribute to the Global 
Market and Credit Risk teams. 


• Could be a qualified accountant with upwards of 5 years 
PQE and a focus on tbe Financial Markets. 

• Demonstrate the ability to devrlop and manage a team 
of specialists. 


• A unique opportunity to drive business areas forward and to 
proactively implement new ideas whilst communicating with 
. all levels of personnel within J-P- Morgan. 


Interested applicants should contact Robert Tbesigrr at 

Morgan Mr K inlev. Wellington House, 125 Strand. London, 

WC2R OAP 

Tefc 0171 557 7229 

Fax: 0171 836 3477 

E-mail: rtiiesiger9moigan-mddnley.co.uk 


JPMorgan 


01996 iS. Uosaa 6 Co. Incapannl. Kopn Cunnii that CouuAy of Kjrt a rtgMM 
b* tfw SRl IP. ifagtt b Ac Daftnce hr IP. ifeum t Co. nwM m fc, e. 
■MOmwiMt 


Analyse every 

INCH OF THE 
SQUARE MILE 


Senior Project Analyst 


One of the Utfs leading banks, the Hafifax is increasing its profile in ttie Cfty though 
establishing a new Treasury team in the capital. This operation wfll play a key role in • 
our business development adding value to the balance Sheet by greatly increasing _. 
bath the volume and range of instruments traded. 


Competitive Salary 


A dynamic graduate with a banking or financial qualification and around 2-3 years' 
experience, you will control, report on and support the development of all 
aspects of London based project work within the functions of Treasury 
Technology. With experience of project management methodologies gained in a 
wholesale bank, you wffl be responsible for the research, planning and in-depth 
analysts of a wide variety of projects, producing logical recommendations and 
translating these into detated implementation plans. 


Innovative, highly motivated and with the flexibffity to. meet the demands of an 
ever-changing environment, you must have the credibility to influence dealers and 
the ability to identify potential new opportunities. An excellent communicator and 
planner, you wilt also have working knowledge of related IT systems and a proven 
background of solution delivery, ideally gained within a Treasury function. 


In return for going that extra mile, we offer outstanding personal and career 
development prospects and a highly competitive salary and benefits package. 


HALIFAX 


To apply for a role that is every inch an enjoyable opportunity, please 
write with your CV and details of your current remuneration package to: 
Mrs Ptdlomena Gray, Treasury Personnel, Halifax pic., Trinity Road, 
Halifax, West YbrfcshiroKXl 2RG. 


ATHENS DERIVATIVES EXCHANGE 

SENIOR DIRECTORS AND MANAGERS 


Equal opportunities for tit 
- our poficy is as simple as that 


Closing date: 18th September 1998. 



Ihe new Athens Derivatives Exchange SA, ADEX, and 
its associated clearing house, ADECH, will be 
launched in April 1999 to list and guarantee futures and 
options contracts based upon the Greek domestic 
equity and 1 securities markets. Both companies are 
d eh iv at.i v e » now seeWn 9 experienced senior divisional directors 
exchang e x a. and department managers in key areas. Candidates 
must be fluent in both Greek and English. They should 
a Iso possess good academic backgrounds, ideally with an MBA or similar, 
and a proven track record spanning several years in their specialist fields. 


Private Equity Fund Manager 


• Frankfurt • London • Milan • Warsaw • 


A major independent private equity groups seeks 
anaiysts/associaies to join the real estate investment 
team. They will report to the Principals in the respective 
offices to assist in the origination, execution, financing, 
monitoring and exiting of investments in the European 
markets. 


ATTRACTIVE SALARIES 


ATHENS BASED 


In particular, 


Candidates should have a strong analytical background 
including an advanced degree in finance and/or MBA 
and at least 2 years relevant experience with an 
investment bank or real estate investment company. 
Strong marketing and negotiation skills will also be 
essential. 


ADEX is seeking: 


ADECH is seeking; 


•Business Development Director 
•Trading Services Director 
•Head of Marketing 

•Head of Sales 
• Head of Market Supervision 
•Head of Trading Support 


•General Manager 
•Clearing Director 

• Finance and Admin. Director 

• Head of Risk Management 
•Head of Clearing 

• Head of Clearing Support 


Please send one page resume to 
Helen Madden (Fax: 0044 171 663 9351) 
or email: Hmadden@thrend.co.uk. 


Language requirements: 

Fluency in English and at least one continental European 


If you would Bke to be considered, for any of lhe above positions, please forward 
an up-to-datB CV detailing qualifications, experience and the positions) tor which 
you would Bke to apply, to reach us by Monday September 21st, 1998. 
Alternatively, if you would Bke to know more about any or the positions listed above, 
please contact us as detailed below. 


DAVID COURTNEY - ATHENS DERIVATIVES EXCHANGE 
23-25 Lekfca Street 105 62 Athens, Greece, 

TeL’ (+301) 331 4320, Fax: (+301) 321 7302, email: D.Courtrwy@asyfcase.gr 
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Emerging European Equities - 
Romanian Analyst 


Wesi Merchant Bank Limited and Panmure Gordon & Co 
Limited form part of the international investment banking 
activities of the WestLB Group, a leading European banking 
institution and one of the largest in Germany with some 
DM600 billion of Group assets and current ratings of: Moody's 
Aal. Standard & Poors AA+ and IBCA AAA. 


We are seeking a London based Analyst to work as part of a 
dedicated team developing pnmary and secondary market 
business m Romanian equities and the Balkan region. . The 
Analyst will also be expected to cultivate dose relations with 
Romanian corporations with a view to understanding the 
business out took and scope for corporate finance 
opportunities. 

Applicants must be educated to MBA level with a relevant 
degree, have excellent communication skills in written and 
spoken English and Romanian and indepth knowledge of 
Romanian accounung standards. It is also essential that the 
candidate has two/three year's Romanian broking expenence 
with proven relationships with most of the significant 
companies listed on the Bucharest Stock Exchange. 
Competitive packages including bonus and full benefits are 
available for the successful candidates. 


Please sand » CV with 
salary details, quoting 
ret. 9BH142 to Dune 
Ttssara - Personnel 
Manager at West 
Merchant Bank. 33 - 38 
Gracechurch Street 
London EC3V0AX 




WestMerchant 


Portfolio Manager * 
PYRFORD INTERNATIONAL 


This individual will provide direction, focus and 
measurement lo a manufacturing organization that 
encompasses several locations throughout Western 
Europe Responsibilities include developing 
manufacturing plans and strategies and working closely 
With local management to ensure successful Imple- 
mentation and execution of the plans 


pyrford International Pic is a rapidly expanding 
independent London-based food manager with a client 
base domiciled mainly in North America. 
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The successful candidate will be a manufacturing a pert, 
with demonstrated deployments of world-class programs 
in Ihe areas of quality, service level, purchasing/materlals 
and cost reductions. The ideal candidate will possess 
strong ream building capabilities, a solid technical 
background, excellent interpersonal skills, and be fluent 
in Gentian anti English Some travel in the U S and Asia 
is required 


An opportunity has arisen for a person with a special 
blend of talents to join a small highly monvaied team of 
investment professionals. The rote embraces portfolio 
management as well as client contact and marketing 
Pyzford's services id potential dienes. 


Plane respond bf martin « or faxing four resume to-. 
Slebe Valve and Safety Systems, Attn; Hnnulfl Resources 
Deportment, lot Cade. DCM/GK. 33 Commercial Street. 
B 53-1 5. F nfem. 

MOMefuBettt, ( 

USA 03035. 'I 


Tbe CFA qualification b a minimum require mem 
together with an ability to express oneself fluently in 
both verbal and wrmcn form. The business background, 
of tbe successful applicant will be less relevant dan 
their skiffs, chancier and personality. 

Pyrford offers a level of rein intention appropriate to the 
importance of this position together with an opportunity 
to earn equity in the fora. 


The Inter-American Development Bank, 

the oldeat and largest regional multi la te ral development 

institution, based in Washington, DC, hoc an opening for a: 


Senior Funding Officer 


CHIEF FINANCIAL OFFICER 

Successful public company active in the IT 
business throughout Europe wishes to appoint a 
CFO. He will be based in the BNL. 


Applicants must have a minimum of 5 years 
relevant work expenence in finance and operations 
management, hold an MBA and be 39-45 yeais 
old. Salary based on qualifications. f \ 

Please write, enclosing full curriculum vitae, to: t 

W&S > ’ 

Ref. CFO 1 4; 

6, rue du Cirque i '£ 

75008 Paris -France 


Fox: 3 08-54 WS 725- 


SIEBE 


Side is an equal 

opportunity Cffptapr. Siebe Control Systems 


Please apply in wiring to: 
Mr Brace Campbell 
Managing Director 
Pyribid InienHUona] Pic 
79 CrcKvenor Street 
London WIX9DE 


With at least six years of experience in ntematfonal finance. Individual would be 
a member of » small and dynamic team responsible for developing and executing 
the IDE's mufocumtncy funding strategy. Camfldates must be knowledgeable *1 
funding activities, including international capital markets, bond issues, swops and 
labiBy management. Fluency in EngRsh required. Proficiency in German, 
Japanese or French desirable. We olfer an attractive salary and benefits package 
as wsti as relocation assistance. 


wwi/insj sr euo 


Applications must be received by September 28, 1998. Send Resume in 
dupfcato with a cower letter and salary history to: 


Appointments Advertising 


hi the UK etfltkm every Wednesday & Thursday and hi the International edition every Friday. 
For information on advertising In this section please call 
Ben Bonney-Janies on 0171 873 4015 


Attention: VAB-SFO-FT 

Inter-American Dwaloptrmrt Bank Stop E0507 
1300 New York Avenue NW, Washington, DC 20577 USA 
or FAX (202) 623-3014 


Financial Times 


As a reflection of Its commitment to its borrowing member countries, the Bank 
may require staff to accept assignments m both country offices and headquarters. 
Oniy oppositions which best match the nqueemeeta of the position wff be 
acknowledge*. The IDB encourages gender equaffiy in Its hiring practices. 
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Group Tax 

Man 

London 

Lager 

£ Competitive 

Our client is a worldwide media organisation 
that owns, operates and develops national 
and regional commercial television stations in 
the emerging markets of Central and Eastern 
Europe. 

Due to continued expansion, the company now 
seek a Group Tax Manager. 

Based in London and reporting to the Finance 
Director, responsibilities will include; 

Our client is looking for an exceptional 
individual who has the ability to think 
creatively and communicate with all levels in 
the organisation. You will be qualified in 
accountancy or tax with at feast five years 
experience working in industry/commerce and 
have a good understanding of international 
corporate tax including US issues. Experience 
working in Eastern Europe is preferable but 
not essential. 

♦ Managing various tax projects including 
mergers, acquisitions and new 
developments. 

♦ Managing external advisers with regard to 
corporate tax compliance and efficient tax 
policy. 

♦ Providing advice on the structure of future 
business in Central and Eastern Europe. 

This is an excellent opportunity to broaden 
your experience in a fast moving dynamic 
organisation. 

To apply, please write to Donald McFarlane 

CA, enclosing a CV, at Michael Page Taxation, 

Page House, 3941 Parker Street, London 

WC2B 5LN or fax him on 0171 831 6662. 

Please quote reference 446903. Alternatively, 
e-mail: donaldmcforiane@michaeipage.com 

Michad Page 

TAXATION 

Australia ♦ China • France * CenMury * Hon* Kong -Italy- 

> jNetbertands - New Zealand* Singapore - Spain * UK? USA - 




Lead Accountant 

Security Directorate 


London 

The Prison Service te now a well-established Executive 
Agency. Sound financial management is essential la the 
future efficiency of the service, and in common with other 
Agencies and government departments, the Prison Service is 
required to introduce Resource Accounting and Budgeting 
(RAB). accruals accounting and budgeting with a further 
analysis by aims and objectives. This will initially operate 
alongside the present Cash Accounting Systems before 
eventuaBy completely replacing it 

We we now looking tor a quafifiad accountant to 'mttiaSy work 
alongside the RAB Team to introduce new procedures and 
systems to produce accruals budgets and accounts for the 
Security Directorate, which has a total annual budget fn 
excess of £300ra h due course, the position w* also aocMre 
a financial and accounting advisory rote for the Directorate as 
responsibility for basic processing and report production 
transfers to the newty formed Service Delivery Directorate. 

You must be a fully qualified CGAB Accountant with at least 
five years’ post- qualification experience in industry or 
commerce. Experience of preparing accounts for a large 
company In accordance with the Companies Act is essential, 
as is me ad&ry to communicate financial matters ctearty to 


up to £44,800 

non-flnandal personnel. You should also be able to work 
within a team environment in a large organisation, and have 
highly developed knowledge of relevant IT systems. 
Knowledge of the construction industry, government 
accounting and detailed experience erf hanefng fixed asset 
expenefture wtxdd be advantageous. 

This position wa be offered Irutiafiy on a two year feed term 
contract, with the possibility of extension or conversion to 
permanent status. The starting salary will be between 
£27,277 to £43.087. depending on qualifications and 
experience. In addition, a London Weighting AOowance of 
£1,776 pa is payable, and beneffis indude non-contributory 


For further Information and an application form, please 
contact: Joanna Murphy. Headquarters Personnel. 
HM Prison Service, Room 407, Cleland House, Page Street, 
London SW1P4LN. Tet 0171-217 6342. Fax: 0171-217 6102. 
The dosing dale for receipt of completed applications is 
18th September 1998. 

Applications are invited from candidates 
regardless of ethnic origin, refgkxs beflef. gender, fjAftf 
sexual orientation or efisabity. 


The Prison Service is an 


HM PRISON 
SHRYICE 


Equal Opportunities Employer 


Finance Director 

c £40,000 + FX Car + Bens + 20% Bonus + Equity Opportunity 


Humtxol Is a £15 million turnover subsidiary of a 
substantial international investment Group. 

Our Hull based cflent whose products include 
Airfix and Heller model kits and HumbrtH paints and 
adhesives, is a leading household name. Its products 
are sold worldwide In more than 60 countries through a 
network of toy and hobby distributors, as well as 
maior DIY channels. 

Committed to a new and aggressive growth strategy, 
it now seeks to recruit a Finance Director of the highest 
calibre. Reporting directly to the Chief Executive, you 
will be responsible for. 

• Managing the finance function which will Incorporate 
areas such as monthly management accounts and 
associated commentaries, statutory returns, 
cashflow management and projections. 

♦ Administration management and control of data 
processing and personnel which together with 
finance incorporates a team of 15 people. 


♦ Maintaining, developing and building relationships 
with other key members of the management team, in 
areas such as sales, export and manufacturing. 

With a proven track record of achievement ideally in 
manufacturing, you will be a highly commercial 
hand&on finance professional possessing excellent 
interpersonal, presentation and leadership skills. An 
effective and committed team member who Is receptive 
to change, you will be capable of communicating at all 
levels within the business. 

This is an excellent opportunity offering excellent future 
prospects. If you feel you have Vie necessary sMKs and 
experience, please write In strictest confidence, 
enclosing a comprehensive curriculum vitae, details of 
current salary and a daytime telephone number, to 
James Newman, at Michael Page Rnanoe, Leigh 
House, 28-32 St Pauls Street, Leeds LSI 2PX, 
fax number 0113 243 3177. or 
email: mpf.1eeds@michaelpage.com 
www.mlchaelpage.com Please quote ref 444443. 


Michad Page 


FINANCE 

Australia • China * France * Germany • Hong Kong^ • Italy * Netherlands * New Zealand • Singapore * Spain * UK • USA 




Global Property Services Company 

Financial Controller 


Central London £45,000+Car+Bens 

Our client is a division of the world # Providing in depth commercial 
market leader in real estate services. This analysis of properties' financial 
acquisitive, US based group is listed on statements. 

the NYSE and has a turnover of over • Training local staff on client accounting 
$lbn, generated through four main client and software issues, 
services; Brokerage, Financial, • Developing and establishing client 
lnstitu tional Management and Corporate. relationships. 

The Corporate Services segment provides This opportunity will suit candidates 
transactions management, advisory fulfilling die following selection criteria; 

services and facilities management on an 

international basis, constituting a 'one- • Graduate, qualified accountant with at 
stop shop' for major corporate clients. The least 3/4 years post qualification 
business is experiencing rapid growth experience. 

and now requires a talented Controller to • Experience of property management or 
contribute to the development of the client accounting, ideally within a 
business throughout the Europe, Middle global business. 

East and Africa division. • Ability to manage multiple projects 

and unexpected issues. 

Reporting to a Managing Director and 0 Excellent communication (ideally 
CFO, the successful applicant will be including languages) and managerial 
responsible for: skills. 

• Strong aptitude for IT. 

• Developing the Business Flan. 

• Assistance in the development of a The rewards include an excellent 

reporting system to identify all remuneration package and an 

Facilities Management business. opportunity to be centrally involved in a 

• Setting up new control systems. high profile new business launch. 

Interested applicants should write, in the strictest confidence, to our retained consultants, 
Nick Brown ACA or David Craig at Walker Hamill Executive Selection, forwarding a brief 
resume quoting reference NB 4806. Alternatively e-mail: n br o w nO wa lkerfianiHLco.uk 


Leading US 
Investment 
Bank 

International M&A and 
Corporate Finance - Newly 
Qualified ACAs 

LONDON £ EXCELLENT 


Morgan Mrkinlrx 



Our client Is a global Investment bank with a leading presence and unique capabilities In mergers and acquisitions, equities and fixed Income, 
it lias advised on some of the largest and most Innovative M&A transactions In recent years and combines strength M fixed tocome and equity 
origination wtth unparalleled global distribution capabilities. Supported by an exceptionally strong balance sheet, the bank has evolved to 
become a powerful force in every facet of the securities Industry. 

Outstanding opportunities for ambitious newly qualified professionals exist withfri the European Investment Banking Division. Successful applicants wHl 
be exposed to a growing international client base, working closely with industry specialists and regional coverage officers. They will be Involved with the 
full range of investment banking activities including M&A, flotations and listings, privatisations, capital raising and strategic advisory assignments. 


Candidates of the highest quality are sought:- J 


’ Newty qualified ACAs from a 
top accountancy fom 

Experience of corporate finance or relevant special projects is 
useful tot by no means essential 


1 A strong academic background, probably with a 2ri honours 
degree or above and first time passes in professional examinations 

Team players with initiative, creativity and flaq together with a 
high level of motivation and co mmi tm en t 


This is a rare opportunity for ACAs to apply the business skills their professional training has given them in a dynamic US investment bank. 
Supported by a real commitment to training and development, including attendance on the bank’s training programme in New York, successful 
applicants will be expected to take on early responsibility and play ah active role in developing new business leads. The potential for talented 
individuals to progress in this stimulating and challenging environment is unprecedented and the prospects for remuneration are excellent 


Interested applicants should contact Ian Jones or Atoc Tfocflf 




' ILJ-.»W«-icWI, .H. , . . .IV 


email: ijones or atiacrey0morgan-nKydnley.co.uk 
Alternatively, you can also apply via htto.//taps.conT/rnorgan_rT>cl<intey 
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HEAD OF INTERNAL AUDIT 

EUROPEAN BANKING 


CITY 

This European Commercial Ranking Division of a Global Financial Services organisation 
provide a range of services to corporate clients, banks and ocher Qnandal lusiftudor».wtth a 
strong reputation In the arena of tending, treasury, trade finance and derivatives trading. 

Doc to Internal restructuring, a new position has arisen fix a Bead of Internal Audit. 
The successful Individual wifi be required to identify commercially viable business 
rccoannendations. assess ride and supervise projects. Particular emphasis will be placed upoc 
the analysts of transaction flows for new and existing protlucLs. 

The Ideal eandhfare will hring a tryk p-yppl of pro je ct hnpiemenwtin n,hmoV3Ilog fhanp* 
management and lateral thinking togetbec with the HMM];winn t required to operate 

4B&L 


eflcct i ve i r fn a posttlon ofseniority and tobea part of tfre Bank's Management Gommtaegi 
The Ideal appficant will have the tdUowing anrfixucs: 

■ a graduate accountant GdcaBy ftora a Big 5 euvinuuncm) 

• strong finjmrtal services background with at least 10 pars' experience wftHo the. 
b g nfijp g industry 

■ cuntnUy employed in the audit dep art ment of a bank or similar institution at Senior 

Management level .._••• 

• have the ability to advise and aa In a consulting role whilst mahnahring the highest 
s m xt u ds of profcsetonaj independence 


ROBERT WAITERS ASSOCIATES 


. . ; . y £ excellent 

Tbe above pesttioa wQI appeal to thoce lndMduils who warn to bepait of a senior 
mnymiw wnr within a < tup « , n g i« rg and stimulating B i» i m n<wM where age b no bar 
tosucccaa. 

• Interested applicants should send a derailed Cunlcutnni Vine stating current ptdcagrro 
Jmoa Gamer or Horn fanner at Robert 'Walters Associa te s, 10 Bedford Street, London 
WOE JHE. TetOITt 379 3333,or bxdcnib on 0171 915 8714. . 

Bona Oona Jj n ^ < U rribcjtwailterKcoai z.- 

Web; hltp^/www JOtrcxtwitlcrsaxrta 

Thu may also apply viahap-y/hVMOfli/KabercJWhben quoting reference KWT 67. - 



L n s n n r th* v r t unit 
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VILIINGTGK' 1 DCCL 1 IID JOHANNElHPBa 



CABLE & WIRELESS 


OUTSTANDING COMMERCIAL OPPORTUNITIES 


WATFORD 

Cable & Wireless Communicatioa& > vision Is to lead the wort) In integrated communkatkxn. Its a 
compd Hing ldcSLlhe Sunday Times called ua.'Oocof the Mggw and wiring rarapanlga ta he famed 
in Britain foe rears'. Such enthusiasm is understandable , as never before have integrated 
communications been offered on this scale in the United Kingdom, in Cable & Wireless 
Communications, the pace of change, and opportunity to Influence, gives finance professionals the 
room to mafar a real im part on commercial inAwi |oin tbe huh of our business at our 

Watfonl bead office, and you wfll be free to stretch your accountancy experience and commercial 
knowhow, uninhibited by routine. 

A. number of positions have become Immedhtriy available in the report i ng group due to tbe 
relocation of the bead office to Watford. These opportunities range in experience foam newly qualified 
acco un t an ts to fully qualified accountants with up to th ree years' experience. 


Key iv ^i niwtifflriw tv* rtiftf pra rirtnis* rtvindj** 

• pto v ia ka i of technical and commoctal financial aflvtoc to the Group 

• strategic floxocfcti projects ( op to 40V of wuifc load) 

• pi e pT wVtn nf the flwnwp i- raKnHrtailnii m IK and I nr riAAP 

• development and production of the monthly and quarterly man a gement reports 

■ ptodnalon of bncrim. preliminary and other finantial announcements to the Stock Exchange and SBC 

• p repa r ati on t/afl SBC Stags 

• Input and coortfinatfon of tbe statutory accounts for tbe entire group 

There opportunities wB require a o ntianra dal l y fo c in acdlixihfcltnl to pda a tmungi in rir ni antflng 
of the Group optntkias and offer aoceptiotml erary points to the conqnny enabling the indMdual to gain 
a supert) overview of the whole bustness. 


■ UP TO &40K + BENEFITS 

lb make a bating t&fcrencc. jotffl. need a-good degree and Ugh qindky panes In a ptofcnioaal 
accountancy qualification (AOWGMA/ or ACTA) rnmpHmrnt this with i posioarvc persooa&tf. energy, 
ambuan, and the ataffity to drink of the wfora JrapBcatiom, tfaaa dds will be your deflnlqg maw to date. 
The scale and pace of growth within Cable and Wfaekw Gomtmmlcadons. regetber with our 
oomprehenaire management mining and development processes, •will provide yon with unparalleled 
opportunities to Mffl your potential. 

Interested ahAtM apply to Afam Ljndh wiftoc h Y ; to i y ftawi Conricuftoni VUae 

m Robert WUren Associates, 10 Bcrfftxd. Street, London WC2E SHE. Tel: 0171 915 8873. 
Fax: 0171 915 8714. 

E ma fl.a ton lyn di g wito twa heraxom Web: bttp^/wwwaubutauileisjoom 
Ybu may also apply via bttpvVtaptMrotn/ltobcrOftdscn quoting reference KWlfti. 


MS 




ROBERT WALTERS ASSOCIATES 
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LONDON THAMES V1LLII IHITIID1S 


IIUDIl! PBsNRVUIT NEW toil HONG KONG 


N G A P O t Z SYDNEY tILIOUlKI • " It I I till I WELLINGTON AUCKLAND JOHHM1MIIC 


Lucent Technologies 

Beil Labs Innovations 


SENIOR MANAGER 

CUSTOMER FINANCE EMEA 


THE NETHERLANDS 

Lucent Trefmolugica is one of the major players in the tdccotmnunJcatiom Industry. The company 
develops, manufactures and sells a wide range of onmnn miration systems and software, public 
and private networks, consumer end business te l ep h one systems and mtaodecnooiaLWIdi offices 
across 90 countries wotWwidc and 130.000 employees the com pa ny generates a turnover of 
approximately S2b htHion. 

Due to strong expanstoo foreseen over tbe oomiog years, to Europe. Middle East and Asia (EMEA) 
head office to HUvcraun fcs now recruiting a Senior Manager ■ Customer Finance EMEA who provides 
direct and active support to the strategic partners and customers of Lucent Tfechuoloelcs about the best 
way to cot M ua m au: a financing deal. Hcfthc reports tHwcfly to the Director treasury EMEA. 

The main resporoarflides far the roic will be: 

• leading the search, analysis and negotiation of financing proposals 




• managing large project finance tranjactioos lodmltag credit amlysb, conqilex moddling of casb 
flows, rede assessment and optional pricing models 

• contacts with tocem^/e xtc r na l efienrs eq*. senior twslnos executives represe ntin g dlent 
organtoatioas, commercial and bivesmaK banks, engineering ronsotaots, legal counsel, industry 
trade groups and government officials 

• manage a team of customer finance professionals 

Presently working within aoe oTthe'ttgRvc’, the financial services sector and/or a leading US 
multinational and with a minimum of 10 years' work experience, the succcnfUl candidate win possess 
a strong acad em ic background, preferably an MBA. 

Exposure to complex tmematirmai project finance rod a thorough understanding of all aspects 
of lead managing project finance transaction* would prove advantageous. 


' PROJECT FINANCE 

C a md i ri a rr requ ire ments are dean Cxcc il r nt interpersonal skills with strong analytical qualities, 
the ability to Uatse effectively at aO levels both lmcnjaUy and externally and manage a team of 
profeadomds Is vital to success in this position. White Eogfisb is the business language a knowledge of 
ooc or more European latigDage wradd prove advantageous, international travel am be anticipated. 

If you are Interested tn this opportunity, please contact Manrhs A.N.M. Owma an tbe 
number * 3120 6444 655, or alternativ el y send your Curriculum Vtae to tire following address; 
Kobert tiMiexs Aasodaies, ‘B h ri cc s racre' . AmswJd^ 166. jt079 LH Amster da m. Tbe IVcrberinnda. 
Roc 3120 6429 005- 

W* bitp-y/wwwa uiie iwaheraxom 

You may also apply via httjli//lsplxaia/8l)barf_NUtns quoting re ftaeaeg KWI68. 
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London 


ingA»)barings 

Outstanding Opportunities 
in UK and European Corporate Finance 


£ExceUent 


ING Barings is the corporate and investment banking arm 
of ING Group, one of the major financial institutions in 
Europe. ING Barings has a network of offices extending 
across more than 50 countries in both the developed and 
emerging markets. We provide a full range of investment 
banking products, including advisory services in mergers 
and acquisitions and debt and equity capital markets, as 
well as sales and trading of a wide range of financial 
instruments. 

Under the leadership of a newly appointed Chief Executive 
Officer, ING Barings is now poised to realise its objective of 
becoming a market leader in client- focused global 
investment banking. 

Consistently ranked as a top corporate finance and advisory 
house, we are now seeking a small number of talented and 
highly motivated individuals to join our Corporate Finance 
Division. 


Candidates will be: 

• recently qualified ACAs or Solicitors from major firms, or 

• recent MBA graduates from leading business schools, or 

• graduate entrants into competitor institutions or strategy 
consulting firms, with 2-3 years' experience. 

Additionally, at more experienced levels we seek: 

• individuals with one of the above qualifications or 
backgrounds and an additional 2-3 years' transaction 
experience gained in a competitor institution. 

Ail applicants should exhibit strong interpersonal skills, 
academic excellence, commercial acumen and an 
entrepreneurial spirit Our expansion covers both UK and - 
European transaction teams and for certain roles European, 
languages will be advantageous. Successful candidates will 
join a meritocratic, team-orientated environment committed 
to individual development and long-term career planning. 


Applicants should forward a CV to Guy Townsend or Brian Haxnill at Walker Hamill Executive Selection quoting 
reference GT4700. Alternatively, immediate enquiries may be made to Guy Townsend on 0171 839 4444, or via 
e-mail: gtownsend@walker-hainill.co.uk 

All direct responses will be forwarded to Walker Hamill 

ING Darinra b Uw otganhatwi and trade turns usd by INC. Bank K V aoi nsrtain of lb tubtidum tor the aanhu of its corpoute and tnvMaenibAiikit^taiimB. 
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HEAD OF FINANCE, IT 
AND OPERATIONS 

SW London to £50,000 

This is an excel tent career development opportunity for ■ financial 
executive looking for a FD. position to join the highly motivated 
BeaicFr management team ofthBBuccea aftd a nd growing TVaining and 
. Ent erpr ise Council for SW London, AZTEC, a company 1 limited by 
guarantee. 

Reporting to the Chief Executive, the role ia broadly based and 
carries zeal responsibility for controlling £16m of subcontracted 
activities, desi gning and tmmHnft fending strategy, managing the 
finance function and IT with a teaim of 27. As a member of the Senior 
Management Tbam he ar aha wQI contribute to developing strategies 
to meet organisational objectives and setting the long term direction 
of the company. ' 

Candidates muatbe qualified accou n tants of graduate calibre, ACA 
or ACMA, with proven experience of line management 'in finanrial 
and operational functions ideally in a commarciBlly orientated service 
environment. A good knowledge of IT- and the willingness to 
participate in a Eaat moviqg organisation are essential 

Hie remuneration to be negotiffted includes salary to £50,000 and 


lb apply please send a foil CV with current remuneration details in 
confid e n ce to M ichael Harm quoting reference 290 on the envelope by 
17- September to: ■ ..... 


■SeJLmes’s 


«ANM3affiI«8EC»jm4EPa r 

Saadbraak Hook, 2-5 Old Band Street; Laadon WJJ£ 3TB 
Tdephoae 0171-49J JL7W fn 0J71-W4 0666 j 


FINANCIAL TIMES 


LeQptO tkf i e ndeTEoantmm . 


The FT can help you reach additional business readers in France. Our link with the French business newspaper, Les Echos; ' 
gives you a unique recruitment advertising opportunity to capitalise on the FTs European readership and to further target the French business world. For information on rates and further details please 

telephone: Karl Loyntoh on +44 0171 873 3694 
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UK Controller 


Direct Seller - Household Products 

Exeter - c.£40,000 + benefits 


■ Our cfrent a US based manufacturer and 
distributor of branded cleaning equipment, 

consumables ana services, was founded in 1963. 

A predominancy marketing driven organisation, the 
group is one of the tergesr direct mail suffers of 
household products including brand leader vacuum 
Cleaners - selling throughout the Americas as well 
as the Orient and Europe. With over 1000 employees 
worldwide, its revenue last year exceeded S200 
million. UK sales operations were set up in 1992. As 
part of their commitment to strategic growth, the 
company plans to expand further into Europe from 
the UK by replacing existing agency and CSstribulor 
arrangements with a direct safes team, 
m Reporting to the US based European Controller, ; 
the appointee will be required id set-up the 
accounting procedures and appropriate IT 
infrastructure Id support the business as it expands, 
working towards overall responsibility for the UK 
operations. As a senior member of the management 
team tn Europe, this high profile role offers an 
exciting opportunity for personal achievement and 
real career advancement 


a . Suitable candidates ' will be well educated, 
qualified accountants with a working knowledge 
of US CAAP, with preferably some experience of 
managing a finance function, and inducting genera/ ■ 
management experience outside of finance. 
Excellent communication skills, a posriive- 
management style and a genuine excitement m 
the business are pre-requisites. 

To be considered for Oils role, please send 
your curriculum vitae with current salary details 
and an explanation of how your experience 
meets the requirements to Gemma Jenkih, 

Ernst & Young Executive Search & Selection, 
Polls House. 7 Rolls Buildings, Fetter Lane, 
London EC4A 1NH, quoting reference GJ2S7. 

Tel 0171 931 2967. Fax 0171 931 1022 or e-mail: 
gjenkin@cc.Gmsty.co. uk 

=U Ernst & Young 

The United Kingdom firm of Ernst & Young is a member of 
Emit & Young 


Head of Finance 
and Operations 


M40 Corridor -c. £45,000 + bonus, car & benefits 


m Our client is the UK subsidiary of a NASDAQ 
listed, rapidly expanding world wide business 
specialising in the design manufacture and sate 
of cosmetic products for the medical sector. The 
UK company is a safes and distribution business 
employing 15 people with current sales of £3m 
which is anticipated to grew significantly in dm 
short/medium term.' 

m Reporting to the Managing Director, you will 
be responsible for the overall running of the 
Finance, IT. Customer Sendee and Logistics 
functions, with an initial emphasis on the 
development of pertinent financial and 
management information, and reporting to the 
European head office. Vbu will become actively 
involved in wader commercial aspects of the 
business, such as risk/benefit analysis, contract 
negotiations and advising on development of 
the business into new products areas, 
m This is a high profile business development 
opportunity. You will be a qualified accountant 


who is already a senior finance manager within 
an import and distribution business, preferably 
within the hi-tech sector. Your technical 
accounting abilities are strong, but you are also 
capable of making a significant commercial 
contribution to tire running of the business and 
are able to relate well to non-finance managers. 
Familiarity with warehousing, logistics, and IT 
would be advantageous. 

Please send your curriculum vitae together 
with an explanation of how you believe you 
meet the criteria for this position and details 
of current salary to 77m Hastings, quoting 
reference TH 269 at Ernst & Young Executive 
Search Se Selection, Solis House, 7 Rolls 
Buildings, Fetter Lang, London EC4A 1NH. 

=U Ernst &Young 

The UnteJ ISnfflom firm of Ernst tr Young it * member rtf' 
Erast Or Young Unemotional 


' i’.UkV 
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Senior Internal Auditor 

• Central London 

• c. £50K + benefits 

Oar client is the management consultancy division of a 
$15 billion organisation. Founded in the US, it now has 
a global network of 65 offices providing consulting 
services covering all practice areas. Recent years have 
seen considerable growth, particularly in the UK office, 
where fees have increased by over 20% annually. 

The organisation bos established this new position to 
report to the Director of Internal Audit, who is based in 
die USA, and work with other audit staff who are 
located in mainland Europe. The role is one of both 
operational and financi al audit and will probably require 
the individual to travel extensively in Europe. It is 
anticipated that die appointee will grow the function 
into a commercial, profit focused operational entity that 
can add real value to the business. 


Likely to be aged around 30. the successful 
candidate will be a qualified accountant with 
audit experience gained in a “Big 5" firm or 
major corporation w ithin internal audit. Experience 
in finance areas in addition to audit would be 
beneficial. You will need to be able to identify 
financial and operational control issues and propose 
ap pr opriate workable solutions. Yon will need to be 
a pro-active self starter able to work with all levels 
nf management. 

Interested candidates are requested to send 
comprehensive CVs and salary details, 
quoting reference A1O09 to Tony Saw, KPMG 
Selection & Search, 1-2 Dorset Rise, Blackfriars, 
London EC4Y &AE. 


iN 




KPMG Selection & Search 


INTERNATIONAL FINANCIAL 
CONTROLLER 




CLIFFORD CHANCE 


V 


I 

i 


c. £70,000 package 


London 




A WEALTH OF 
EXPERIENCE 

City 

c£45,000 - £50,000 
4- benefits 


One of the UK's leading banks, the Halifax is investing in the future. Highly 
respected for our long-line of achievements, we are currently seeking to add to 
our vast wealth of talent 

A cornerstone for business development, our expanefing Treasury team is making 
the transition from a funding and Bquidity management service function to a major 
profit centre. Aiming to greatly increase both the volume and range of instruments 
traded, we have identified a need for two experienced professionals with a blend of 
treasury and audit skffls to help estabfish an operation in London to carnpJement 
our Hafifax based team. 

Having BVdepth auditing and risk management experience gained hi a wholesale 
bank, you will also contribute to the ongoing development of our central 
framework, 


Treasury Auditor 


A committed team player with around 4 years' experience in an audt banking 
environment you wiB undertake audfts using a risk-based approach, covering the 
trading and back office activities of such instruments as otVbff balance sheets, 
F/X, options, repos, FRAs, Swaps and various interest rate products. 


Treasury IT Auditor 


HALIFAX 


Equal opportunities for afl 
- our pofity Is as ample as that 


With the credibity to estabfish yourself as a key member of our team addressing 
autit issues relating to the implementation and development of major new 
trading, back office aid risk system projects. A knowledge of such systems as 
ACBS, ALFA, AXIOM, QRM and MIDAS would be desirable. 

VtHst a relevant quafiication waJd prove advantageous, both roles demand excelent 
i nterpersonal skits and the abtty to both implemert and harness change. 

These are excellent opporttmities to add to your wealth of skills and offer a highly 
attractive salary aid benefits package, including relocation where appropriate. 

To apply far one of these highly rewanfing roles, please write with your 
CVanddetafls of your current remuneration pack a ge to: 

Catherine Newboold, Personnel Officer, Group Autfit, Halifax pic., 
Commercial Street, Halifax, West Yorkshire H5GL ZRG. 

Closing date: 18fli September 1998. 


Clifford Chance has Ibe vision to become the world's premier law firm. It Is an integrated, multinational business with over 
1 300 lawyers in 24 offices worldwide. Like its professional activity, its financial man age men t aims to beanbe leading edge of 
innovation and best practice. 

THs position leads the team responsible for oD financial planning, analysis, cannot, accounting and reporting for the firm's 
offices outside the UK. Building clow relations hips with local finance staff, you win ensure a global standard of financial 
management comparable to best practice in uny in ter na tional organisation. 

You wffl be a graduate accountant with broad international experience from a sophisticated business to basiness services group. 
Key personal qualities are high intellect and first doss leadership and connnnmcation skills. 

Please write, in confidence, with a fbllCV (o Criterion Search, 50 Regent Street, London WlRfiLP.UK, quoting reft 3033. 
Telephone: +44- 171 -470-7 1 0&. Fax: +44-171-470-7171. e-mail: uudl^crilerkmsenrctecojtk 



CRITERION 

SEARCH 

Part of The Cukzon Partnership 



GROUP FINANCE DIRECTOR 


FTSE 350 PLC 


West of London 


Six figure package + L5TP 

The company is a well established. UK focused, business services group. A leader in its seaoc both to quality and 
profiiohiliiy. it has an unbroken recced of organic growth. 

Hus Main Board Position carries full respousibiltiiy for an established, efficient finance team delivering accurate and 
effective budgeting, management, financial and stannary accounting. You wiD be expected to be proactive m 
continuously improving business efficiency and will play a critical role to investor relations. 

You will be a Chartered Accountant with a record of real success and achievement from a significant service business 
or a relevant role in the profession. Suong.succinCTttimimm skills are essentid«gatk)wiHo-ea^ 

hard working personality. 

Please write in confidence, with CV and remuneration details to. Criterion Search, 3) Regent Street, 
London W1R 6LP, quoting rrf: 3032. TH +44 171 47072IZ Fax. +44 171 470 7171. 


CRITERION 

S E A R C H 


Appointments 

Advertising 


appears in the 
UK edition every 
Wednesday & 
Thursday and In 
the International 
edition every 
Friday. 

For Information 
on advertising in 
this section 
please call 

Efi White on 

0171 873 3456 

Kart Loynton on 

0171 873 3694 

Ben Bonny 
James on 
0171 873 4015 


Consultancy 
Australia 


!»■ >■■■ M 


Join one of Australia’s high profile market leaders 

Hamilton James & Bruce is unc of Australia's Tt IP Executive Selection and Search organisations with 
office* in Sydney. Melbourne and Parramatta. 

We ait* recognised as market leaders in Arcoimtuig and France. Banking, Corporate Affairs and 
CwnmBinl i wB . htlotiuari u a Technology & Id m— A afiow . Legal and Saks & Marketing appointments. 
We arc the industry benchmark in Australia hv any number of definitions including the quality of our 
clients, the volume of retained assignments, the level nf profit share and the stability of our team. 

As we enter a new phase of our development, we wish to recruit consultants who have between two and five 
yean experience in executive recruitment f either per ma nent or contracting) u> work with a portfolio of 
quality hi tie chip corporates and financial institutions. You will enjoy working in an environ mont that allows 
inihvhhulili. personal development and provides a team structure where you can use vuur experience and 
business generating ability m lake your career into a new and more rewarding phase. 

From a career perspective there are various opportunities for you to progress wkhm our organ tsarina which 
include relocating back to rite UK in dne course when we establish oar local pre sence. Three of oar five 
Directors are of UK origin. 

We offer a compensation package that is regarded as the highest in our industry and in addition a 
relocation package. 

Interviews wfll be held in London between 14th September - 19th September, 1998. < 

Interested appKcants should contact Allan Maries before 10th September 1998. as follows: 
Telephone DO 61 2 9299 2711, (Anstrafia 9 bona ahead) 

Facsimile 00 61 2 9299 3184. E-Mail aaarhOIgb^Mun 
Please visit oar website: wwwJrjbdCamjan 


-inci.il Times 




Hamilton Jamies & Brace 

Sydney • Mdbm • Parramatta 


c. £50,000 package 



Business 
Review Manager 



RankCroup 


Central London 


The Rank Group Pic, £2 billion turnover . . . leading international leisure and atiatainment group, employing 
some 40,000 in the UK, USA and Continental Europe. Major player in einemas, bingo, casinos, night-chibs, multi leisure 
centres, themed restaurants, holidays and film and entertainment services. High profile brands include Hand Stock, 
Mecca, Odeon, Tom Cobleigh, Butlins, Haven, Warner and Oasis. Currently the Croup Is undertaking a major 
investment programme which, together with increasing focus on the major brands and vigilant cost control, is targeted 
at delivery of improved shareholder value. 

Play a key role in the Group's fmrmcial management . . . working closely with the central finance team and the 
businesses on financial reporting, budgetary control and capital expenditure processes. Undertake wide ranging 
financral projects related to the development and profitability of the businesses. 


High calibre graduate accountant ... two to four years post qualification experience gained with blue chip 
organisation noted for excellence of management and financial systems, or senior management level in a major 
international accounting firm. Proven technical accounting and commercial skills with a substantial systems 
background; experience with Hyperion Enterprise an advantage. First class interpersonal, communication and 
presentation skills essential as is potential to take on more senior management role in due oourse- 


Please apply by 
sending your CV 
quoting reference 
R98242 and stating 
current salary 


m 


B-Mtraroting 

24 Queen Anne's Gate 

London 

SWlH 9 AA 

Far: 0171 222 6838 


INTEGRATED RESOURCING SOLUTIONS 
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FIN ANCIAL TXMES FRIDAY SEPTEMBER 4 1 99S 


The Institute of Chartered Accountants in England and Wales 

Results of Final Examination held in July 1998 . 

List of Successful Candidates 


Abbott K J. Nottingham 
Adams EL Birmingham 
Adams P.C. Bracknell 
Adamson I.W. Rochester 
Addy N.C. Leeds 
Adler D.M.E London 
Adlington DJ. London 
Adnen RJ. Manchester 
Agganval S. London 
Agnew JA Manchester 
Aguner H.E London 
Ahatned M.F. Leicester 
Ahmad A. Hccfcmondwike 
Ahmed W. Bristol 
Akkdidcs C. Manchester 
Alcocfc P.M. Bristol 
Algeo SJ. London 
Alibhai M.M. London 
Aling T.K.E Slough 
Allcocfc J. Manchester 
Allen HJ. London 
A Den MJ. Bromley 
Allison R. Leeds 
A Ivey PA. London 
Arrand A. Windsor 
Anderson D.C. Uxbridge 
Appiah A A. London 
Appleby WA. Rending 
Ablegate S. Trowbridge 
Appleton G.R.M. London 
Appleyard LJ. Chorley 
Archbuit J.E London 
Ardouin J.M. London 
Aristoletous D. Nicosia 
Armilage C.N. London 
Armitnge J.R. Cheltenham 
Arnold J.L London 
Arnold V. Norwich 
Ashcroft J. London 
Ashley F.E London 
Ashley M.E London 
Ashton M.C. Croydon 
Asquith G.E Croydon 
Atkirbon C.H. Crawley 
Atkinson R. Leeds 
Avery J. London 
Ayting K J. London 
Azoulny RA. London 


B 


Buck G. Liverpool 

Baddeley J.C. London 

Bailey AJ. Reading 

Bailey PA. Manchester 

Baker EA. London 

Baker J.D. London 

Baber J.S. London 

Baker P.W. Skkup 

Baker R.L.D. K ingMon-U pon-Thiuncs 

Bakrania R. Nonbampton 

Boll A. Bristol 

BaU A.G. Milton Keynes 

Ban M.A Romscy 

Bulmer A.D. Milton Keynes 

Bancijcc I. London 

Ban field SJ. Windsor 

Bungor-Jones C.S. Liverpool 

Banks A. Nottingham 

Banks G.E. London 

Bannister N. London 

Burbcr KJ. Cambridge 

Barber AJ. Cambridge 

Burkcr E.P. Windsor 

Barker J. Cardiff 

Barnett N.J. Reading 

Bamrathcr VJ. London 

Banund N.C. Cambridge 

Barren J.M. St. Albans 

Barron J.D. London 

Burtbn C.E.N. Manchester 

Bartlett J.G. London 

Ban on T.P. Ifbwich 

Basgcr AG. Oldham 

Basina AJ. Bristol 

Bassi N. Edinburgh 

Bastick L Chesterfield 

Bateman C.M. Leeds 

Bateman MJ. London 

Balh’am M.N. London 

Batty MJ. Leeds 

Bavcrstock GJ. Croydon 

Beasley EK. London 

Beattie N.M. London 

Beauchamp S.E. Birmingham 

Bock ford C.J. Crawley 

Bocby J.D. Horsham 

Bccdlu EA. Manchester 

Bccncy R.G. London 

Beer DA Bristol 

Beer 15. Reading 

Bckisz D. Manchester 

Belchem G. London 

Bell AJ. Grimsbv 

Bell R.D. London 

Beh S.E. UxbrvJae 

Bd shaft R.A. Reading 

Bern bridge EJ. Leeds 

Bennett Ci.A.M. Wemhky 

Bennett R. Southampton 

Benlham T.P. London 

Bern N D Southampton 

Berry S. Swindon 

Berry S.A. Newcastle Upon Tyne 

Besom Roberts H.A. Stockport 

Bettcridgc D.E. York 

Beilinson P R. London 

Billmgton S K. Truro 

Birkenhead P. Birmingham 

Birkett N.C. Liverpool 

Bidiop N.D.C. London 

Brthal M.K. London 

Black N. Jersey 

Blomfidd P.R. London 

Bloodworth J N. I ’eier borough 

Blundy D.W. London 

Boazman S. Birmingham 

Boggon J. RadclilTe 

Bolton A. Manclhsacr 

Bommcr A. London 

Bond J.ES. Reading 

Bond N.D Middlesbrough 

Bonier LJ. Manchester 

Boodhoo A London 

Bool NAV. Dorking 

Booth CJ. Bracknell 

Borg R. Bristol 

Rostock r.M. London 

Boston DJ. London 

Boulton 15. Derby 

Bowers P. Worcester 

Bowler S D. London 

Bowley AJ. London 

Bowfcv P.R. Rattling 

Bowtiun E London 

Bowman N.M. Leeds 

Bownas EJ. Northampton 

Boyce M R. London 

Bradbury A M. London 

Bragg S.C. Plymouth 

Bnuihwquc M.F. Readme 

Brand J.C. Uxbridge 

Brorclon M.C. Ea-akiah 

Brett A JA. London 

Brewer M.G. Bradford 

Briefly A.S. London 

Bromiky J. London 

Brookes D. Scarborough 

Brookstunk J.R. London 

Broomberg A.D. London 

Brough Y.R. London 

Brawn A M. London 

Brown K. Epsom 

Brown P.D. Norwich 


PASS LIST 


Brown P.EL. London 
Brown S.R. Reading • 
Brown S.C. London 
Bragcre J.G.C. London 
BruLon D.M.T. London 
Bruton S.E London 
Buckle CA Liverpool 
Buckley C. Leeds 
Bukhari Z. London 
Bullock E.C. Birmingham 
Bunch M.E London 
Burchett P.I. Manchester 
Burlison DJ. London 

Burl ton CJ. Birmingham 
Burnham G.M. London 
Bums A.R. Crawley 
Bums MA. Crawley 
Burris M.W. Caidifi* 

Bush DJ. Leicester 
Bushel! EA London 
Holland A.R. Southampton 
Butler M.K. Cheitenham 
Butt WA Manchester 
Butter C. Reading 


Cade M. Leeds 
Caines L. London 
Caldwell A.L. Manchester 
Calvert S.C. London 
Cameron J.I.D. Siokc-On -Trent 
Cammack N.J. Nottingham 
Camp M.K. Manchester 
Campbell D.K. London 
Capcwctl P.A. Leeds 
Carbuhn C. London 
Girder E Sl Albans 
CardilT MJ. Crawley 
Cargill -Thompson E London 
Carmichael J. Manchester 
Carpanini AM. London 
Carrington J.P. Norwich 
Carter A.C. London 
Carter BJ. Norwich 
Carter Shaw N J. London 
Cuurce S.M. London 
Givey M.C. Southampton 
Chadwick F.P. Manchester 
Chamberlain J.EV. Leicester 
Champion MA. Exeter 
Chan C.W. London 
Chan K5.Y. Hove 
Chantrill S. Nottingham 
Charatambous G.N. Lamaca 
Chariton J.W. Leeds 
Chaihvood J.AJ. Bromley 
Chattajee R.A. London 
Cheatham A.P. Nottingham 
Chdlam C. Sheffield 
Cheng R.Y.C. London 
Chin S.E.E London 
Choc S.Y. London 
Chopra S.K. London 
ChristodoukHi P. Nicosia 
Church S.M. Exeter 
Clare S.G. Hull 
Clark E Luton 
Clark GJ. Lundon 
Clark J.E London 
Clark L.F. London 
Clark W.D.B. Leeds 
Clarke A.R. Southampton • 
Clarke D.R. London 
Clarke J.R. London 
Clarke J. London 
Clarke K.L London 
Clarke R.D. London 
Clarkson A.J. Manchester 
Clay S.L. Leeds 
Clayfidd J.G- London 
Cleary M.P. Manchester 
CKITord G. Winehesjer 
Clutton J.R. Sl. Albans 
Cockings C.L London 
CofTcy P. Birmingham 
Cohen G.S. London 
Coleman P.B. Bristol 
Coles D.N. Slorrington 
Coles DJ*. London 
Collier S.E. Bristol 
Collier T.D. Cannock 
Col lings AC. London 
Collins E. London 
Collin* JA. Leeds 
Collins J.M. Wallingford 
Collis J. BirmmgJtam 
CoOis M. London 
Collyer RJ. Souti tampion 
Cohman J.D. London 
Connelly J.E. Reading 
Conroy S.E. MS ton Keynes 
Conway M.E Hemel Hempstead 
Cook *A.C. London 
Cook C.l. London 
Cwk H J. London 
Cooke G.E. Sheffield 
Coombcr N.C. London 
Cooper A. London 
Cooper B.L. Liverpool 
Cooper D. Leeds 
Cooper F.L. London 
Coofw WJ. London 
Copley S.P. London 
Colton J.R. London 
Couch M.A. Birmingham 
Cousin* R A Southampton 
Coward R.S. Ware 
Cowin C.B.P. London 
Cowley K.M. Douglas 
Cox H.A.M. London 
Coy G. London 
Crabh D.F_ London 
Cracknel) LM. London 
Craddock S.R. Miltoa Kcyoes 
Crain EG. Manchester 
Craighead A.F. Nottingham 
Crane S.E. London 
Cripps P.J. Nottingham 1 
Crispmi D. Guernsey 
Croft J. Newcastle Upon Tyne 
Cromhic R.A. London 
CrovJey S.G. Manchester 
Crouch A.P. Rochester 
Crouch SJ. London 
Crow R.W. Trowbridge 
C row i her A. ShcfTtcid 
Croxcn R.A. Sl. Albans 
Crazier J.D.W Reading 
Cullen S.L Cambridge 
Cunhftir J.P. Woking 
Currimbhoi S. London 
Curtis N. Uxbridge 
Curtis T. Oxford 
Culls A. Leeds 
Cults R.M. Reading 


Davies D.P. Newcastle Upon Tyne 
Davies HJ. Swansea 
Davies l.M, Southampton 
Davies J.C. London 
Davies JA Northampton 
Davies ICA.C. London 
Davies EM. Cardin* 

Davies M.N. Birmingham 
Davies P.R. Birmingham 
Dawson K. Birmingham 
Dawson NA. Middlesbrough 
Day W.A. Southampton 
Daykin S.E Cambridge 
Dc Groot AJ. London 
Deacon SJ. London 
Dcukin PJ. Bristol 
Dc'Ath P. Bristol 
Della MJ. Southampton 
Dennett NJ. London 
Denning M.P. SL Albans 
Derrick J.L, Norwich 
Dcrrington A.D. Birmingham 
Dcvcrmcy S. London 
Devereux A. Warrington 
Devonpon S.E London 
Dewberry P.R. London 
Dickinson J. London 
Dickinson M.R. Manchester - 
Dina P. London 
Dobson R.I. Knutsford 
Dochcrty JA London 
Donoghue KJ. London 
Doran P. London 
Douglas Stephen (24161 Harrogate 
Douglas Steven (2114} Birmingham 
Dowse C.L. Taunton 
DrartT J. London 
Draper J.E Bradford 
Drcon G.R. Nottingham 
Driver TA. Crawley 
Drizcn N5. London 
.Drummond J.A.D. Slough 
Dncat E.M.D. Crawley 
Duckworth NA. Newcastle Upon Tyne 
Duffy NJ. Leeds 


Order of Merit and Prizes 


First Fitter m ihe Order of Merit and the Peal Prize 
Robert William Slone I Ernst A Young). Reading 


Second Place hi the Order of Merit and the Delaine Prize 
and the Carter Prize for rite Paper an Advanced Taxation 
Fiona Luisa Cooper (Ddohte A Touche). London 


. Third Place In the Order of Merit I equal) and the Fletcher Prize 
and Ihe Walton Prtc for the Paper on Business « wtd Financial Management 


Fwebrwher R.E Uxbridge 
Famnd-Lainc CM. London 
F&u L London - ; 

Fauikncr ~ R.C. London ‘ 

Fedjnycva E London 

Fcelham PJ. Northampton 

Ferguson P. Newcastle Upon Tyne 

Fentrs-Dann -SJ- Southampton' ' .. 

Fidock I. London 

Field C. Birmingham . 

Filer LJ. Christchurch 
Fillcry RJ. Birmingham . 

Fine AK. London 
Finely H.R. London 
Firth PJ. Manchester 
Ftsh A5. Bradford 
Fish J.M. London 
Fisher C.N:’ Manchester 
Fisher DJ. London 
Fisher RJl London 
Fitch MS. Liverpool 
Fitzgerald AJ. London 
Fitzgerald M.G. London 
Fitzsimmons S. London ... 

Flackett DA. London 
Flavin K. Manchester ! 

Fletcher EA. London 
Fletcher - M. Wolverhampton . 

Fletcher N.C. Leicester 
Flint M. Cambridge 
Flowers R:D. Loudon 
FolweH K. Leeds . . 

Foo T.A. London . . 

Foord M. Lowestoft 
Ford J.M. London 
Ford R.W. London 
Forsyth MJ. London 
Foster EJ. St. Albans 
Foster GA. Romscy 
Foutds P.E Bracknell 
Fdwlcs CA Manchester 
Franks M. Birmingham 
. Fraser B.P. London 
Fraser G.C. Nottingham 
Freedman D.N. London 

Freeman A. Leeds 
Freeman J. London 
Freeman S.E Colchester 
French D.M. Jersey . 

Frost G.C. Northampton ' 
Fry CA London • 
Frymann J.P. London 
Fuller EM. Poole 
Funnel! N J. Norwich 
Fumed N.M. London 
Furness CJ. London 


and the Quilter Prize far the Paper an Audit mg and Financial Reporting 
Edwan' ' 


dward James Jenkins (PriccwnterhouseCoopersL London 


Third Place in the Order of Merit t equal I and the Slruchan Prize 
Dougins Bruce Waikinaon (Arthur Andersen). Rending 


Fifth Place in the Order of Merit and the William G Frazer Prize 
Thomas Cun is (Wcnn Townsend). Oxford 


Sixth Plate m ike Order of Merit and the Taltersall Walker Prize 
Nicholas Robert Thomas (PriaewalcrbouseCoopersj. Nottingham 


Serenrh Pbrc at the Order of Merit 
Caroline Ann Walker (KPMGf. Liverpool 


Eighth Plate in the Order of Mint t equal) 

Rosalind Susan Hanford I Pricewate rhouseCoopers). Reading 
Christopher Henry Francis Yates (PriccwnlerbouscCoopcrs). Loadgp 


Tenth Placer hi tin- Order of Merit input i 
CeJiu Helen Atkinson (KPMGL Crawley 
Zoe Julie Clare Hancock (PrioewaierhouseCoopeK). Rending 


Tu fifth Plate in the Order uf Merit t equal) 

Julia Mary Heasman (PricewateriiouseCoopcrs). London 
Stephen John Jacob (Arthur Andersen). Reading 


Tirr Minuter Prize f *r the Case Studr 
Andrew James Beil ( Forrester Boydx Grimsby 


The Luwsnn Prize far the Case Spate 
Jeffrey Allan John Chariwood (BDO Stoy' Hayward J. Bromley 


You've 
proved you 
can get 
results... 


Michael Page 


Duntar H.M.B. Milton Keynes 
Dunam G.S. Norwich 
Dunne C.V. London 
Dunvlcr A.D. London 
Durrancc S.R. London 
Durrani NA. Nottingham 
Dyas AM. London 
Dvas L. Stokc-On-Trem 
Dyet R.LC. Torquay 
Dyas* C.L London 
Dyson C. Birmingham 


G 

Galbraith B.D. London 
Gales LJ. Bracknell 
Gatjaard S.M. Lincoln 
GaJlimore P.C. Birmingham 
Gallop A.- London 
Galloway IE. Southampton 
Gamson PJ. London 
Gannaway M.E Southampton 
Gardner D J. London 
Goirctl F.M. Uxbridge - 
Garrett S.G. Sunderland 
Garvey V.E Newcastle Upon Tyne 
Galulha P.M. London 
Gaunt CJ. London 
Georgia dou M. Nicosia 
Geyman SJ. London 
Gibb* B. Chorley • 

Gibbs B.M. Bristol 
Gibbs D.K. London 
Gibbs S. Leeds 
Gibson M. Leeds 
Giddcns J.C. Manchester 
Gill A. Birmingham 
Gill D.B. Preston 
Gilkut I. Birmingham 
Gieodall JA5. Leeds 
GfcadhiD N5. London 
Gleed CL Reading 
Glynn C. Manchester 
Glynn EE Manchester 
Goatley RJ. London 
God her J.M. Hull 
Goddard C.M. London 
Gofton A. Nottingham 
Gorasia S. Manchester 
Gordon G.C. London 
Cordon-Smith D.R. Maidenhead 
Goal P.K. London 
Gosling C.E Manchester 
Gourlay A.R. Nottingham 
Gouw PJ. London 
Grace SJ. Halford 
Graham TJ.S. Sheffield 
Grant DA. London 
Grant F.M. London 
Gray A.W.E London 
Gray D.H. Sheffield 
Gray K.E Bristol 
Gray K.M. London 
Gray N.P. London ' 

Grayson LM. Tunbridge Wells 
Green M.C. Leeds 
Green R. London 
Green V.R. London 
Grccnall C. London 
Greenfield AJ. London 
Greenwood I.R. Manchester 
Gregg P.M. London 
Griffith R.W. Liverpool 
Griffiths AA. Nottingham 
Griffiths J.M. Munchcstcr 
n!E London 
M.E Liverpool 


E 


Da Costa Z.E.N. London 
Dadrcsuu M. London 
Dakin J. York 
Ikiltoth RJ. Trowbridge 
Dale G. Leeds 
□allow J. West Bromwich 
Dally J.A London 
Da mania D. London 
Canids C. Newcastle Upon Tyne 
■ Darracolt SJ. Guildford 
Dnvcy E.AJ. London 
Dat klsen E B. Reading 
Duvidion M.M. Munched cr 
Davies AJ. Loeesier 
Davie* A.P. Jersey 


Edgie N.D. Bumingham 
Earn is C.E London 
Earl V.E London 
Eamshaw M.D. Leeds 
Edwards F. Manchester 
Edwards H.S. Catdift* 
Edwards K.F.R. Brighton 
Edwards P5. Havant 
Edwards S.W. Manehisaer 
Efslraliou C Limassol 
Eider J. London 
Elliott R.M. Crawley 
EJlh A.E London 
Ellis S5. London 
Ehon RJ. London 
Enmtason DJ. London 
English S.P. Leicester 
Erskme K.A. Leeds 
Evans A.E Sheffield 
Evans C.M. London 
Evans G.L. London 
Evans K.D. Sheffield 
Evnns S.E. London 
Evans S. Swindon 
Evison E London 
Ewing M.C Manchester 
Ewings M.K. Seven oaks 
Eyre G.P. Birmingham 


GrilK 

GrimWc S. London 
Grimshare PJ. Cardiff 
Grimwood AJ. Wafaail 
Grim wood MJ. Cambridge 
Grist N.P. London . 

Grundy TJ. London 
Guha J. Uxbridge 
Gujadhur T.K. London 
Gulmohamed J. Miltoa Keynes 
Gurr K. Leeds 
Gwilliam S.P. Dudley 
Gwyrmc CJ. Nelson 


H 


Du vies D London 
Dave DJ. London 


Funtin M.L Newcastle Upon Tyne 


Haddath C.E Manchester 
Hague D.I. Leeds 
Haider S. Hull 

Hailc-Woidanariiun M. Loudwmcr 
Hide J.E. London 
Hole L.C London 
Hales DJ. London 
Halfpcnney S.E London 
Halfpenny J.C. Wahon-On-Thomes 
Halt M.P.’ London 
Hall P.L London 
HaJkum J.E Nottingham 
Halihscy S.P. Slough 
Homer V. Buctip 
Hamtl ton G.F. London 
Hammond . A. Birmingham 
Hiimpson S.A. Leeds 
Hancock ZJ.C. Reading 
Hanford R5. Reading 
Hanlon J.E Newcastle Upon Tyne 
Hannah K.L. Twickenham 
HunrutlD G.P. London 
Hannon J. Southampton 
Hanson E. Rugby 
Harden RJ. London 
Hunliman _M. London 
Harding DJ. Bintringhom 
Handing - JA. London 
Hording J.T. Watford 
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Hanfing R.C.T. London 
Hording SuA. London 
Hargreaves EMr London . 
fluting AJ; London 
Harlow A.E Leicester 
Harris AW. London . 

Harrison M.R. Leicester 
Harrison MA. London . 

Wairbcm N.M. London 

Harrison RJE. Wakefidd 

Hartley D.R. London 

Hart noil J.D. Chorley 

Harvey J. Cardiff - 

Harvey E5. London 

Hasa Doric 5. London 

Hasbam S. London 

Hasriotis D. London 

Hau Hang Sang B. London 

Havard R.H. Egham 

Havcrty-Stsckc D. Reading 

Hawkey RA. London 

Hawluns G. Basingstoke 

Haynes K.E Southampton 

Headley S.E London 

HeaW AP. London 

HeaJd D.A Macclesfield 

Healey S.P. Crawley 

Heap .RJ. Manchester 

Heasman BJ. Uvcrpool 

Heasman J.M. London 

Heath SJ. Preston 

Heaton P.G. Manchester 

Hebbes MJ- Southampton 

Hdfernan EA. Windsor 

Hegarty S.M. Manchester 

HeBen R_ Southend-On-Sea 

Hemming A Birmingham 

Hemslcy SJ.D. Bristol 

Hcmstalk S.K. London 

Henderson DA. Manchester 

Hencbcry AJi.M. London 

Hen ton CJ. London 

Hcnwood R.C. London 

Herbert S.L Bracknell 

Hemon E Manchester 

Heron D. Birmm^vam 

Hersey PJ. Bristol 

Hesketb E Hull 

Hick ling EJ. London 

Hickman N. London 

Hides D.N. London 

Higgm bottom P.E Manchester 

Higgins B.R.' Manchesier 

Higgmson EC. London 

Mtgham E London 

HiU C.B. Nottingham 

Hill G.W. Birmingham 

Hill NJ. London 

H31 PJ. London - 

Hill S.E Uxbridge 

Hines J.PA. London 

Hin^ey R. Birmingham 

Hmkins ' M5. Maidstone 

Hishikawa Y. London 

Hitchcock SJ. Manchester 

Hitch man RA. Croydon 

Hobden SJ. Eastbourne 

Hobson J.W. London 

Hocking ZJ. Manchester 

Hodgetu LJ. London 

Hodgkmson A Birmingham 

Hodgkinson S.P. Btimingham 

Hodson N. Manchester 

Holburn M. London 

Holden RJ. Birmingham 

Holder NJ. Manchester 

Holder O.P. Bracknell 

HoUswonh CA5. London 

Holland C.G. Leicester 

Holland RJ. Bury Sl. Edmunds 

Hottingbery J.R. London 

Honey bone M.H. London 

Hood C J.W. London 

Hookins SJ. Manchester 

Hookey I.W. Sheffield 

Hooson M.L Liverpool 

Hopewell J.P. London 

Hopla D.B. Norwich 

Homy R.E London 

Morgan D.M. Cambridge 

Hornsby RJ. Middlesbrough 

Horwood A.R. Norwich 

Hoskin J.H. London 

Hove T. Manchester 

Howarth AC. London 

Howell J.C. St. Albans 

Howell MJ. St. Albans 

Howitt EK. Harrogate 

Hoyle S. London 

Hubbard C.G. London 

Huflee CA. Leicester 

Hughes A London 

Hughes C.A. Cambridge 

Hughes O.C.D. Chester 

Hufi C5. St. Athens 

Hulme CA. Manchester 

Holme S. Plymouth 

Hunt K J. Newcastle Upon Tyne 

Hunt Rachel Mary (2601 1 Guernsey 

Hunt TA Windsor 

Hum W.R. Birmingham 

H nmer B.R. London 

Hurd RJ). SL Albans 

Hutchings P.E. Sheffield 

Hutchinson J. Leicester 

Hutchison P5. London 

Hutton A.M. London 

Hyde S.T. Uxbridge 

Hyklon C.I.C. Thame 


fi' 


I 


lacovidea P. Nicosia 

loannides K A Nicosia 

loannou SA London 

Irani E London 

Inring M. Newcastle Upon Tyne 

Isemann W.G. Southampton 

Ison DJ. Cambridge 


Jablortowski AD. Ware 
Jablonpwski RA London 
Jack TA Manchester 
Jackson A Birmingham 
Jackson AR. London 
Jackson J.M. Sl Albans 

Jackson R.P. Guernsey 

Jacob SJ. Rending 

James AP. London 

Jayaraj SJ .M. London 

Jenkins EJ. London 

Jenkins NJ. Bristol 

Jennings J.P. London 

Jepbcotl RSA: London 

Jiffiihs M.F. London 

Jdhal P. London 

John AM. London 

Johnson A Crawley 

Johnson . AK. London 

Johnston P.W. Leeds 

Jones AL Newcastle Upon Tyne 

Jones AJL London 

Jones AK. Cardiff 

Jones CA Southampton 

Jones D.M.A Nottingham 

Jones G;M, Manchester 

Jones K J. London 

Jones Louise (2254) Birmingham 

Jones hLP:; Liverpool 

Jones M A London 

Jones SA Gulldford 

Jordan M JZ. London 

Joy ED. Leeds 

Jukes N.M. Leicester 
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Kamaluddin J.D. London 
Kapoor P. Manchester 
Kapoor S. Windsor 
Kwoir W. Brighton 
Kay R.S. London 
Kmting E, Lctcolcr 
Keoble Z. Norwich 
Kelly J.R. London 
Kemp M. Birmingham 
Kennedy C.H. Manchester 
Kennedy C.L London 
Kenrunh B. Northallerton 
Kershaw A. London 
Kessler E.N. London 
Kev CJ. Windsor 
Key S.E. Sheffield 
Kliaksar J.K. Readrnp 
Khalid N. Leeds 
Khan A.R. London 

Khan H.B.D. London 
Khan NJ. London 
Khan N. Harrow 
Khuiib L.H. Reading 
Kham S.O. Luton 
Khiroya M.V. London 
Khurana M.R.S. London 
Kilby S.P. Manchester 
Kin J.L Ewell 

Kindlon R.T. London , 

King D.B. London 
King H.L. Douglas . 

King J. Southampton 

King M. London 

King S.Y. BrackneU 

King V.A. Leicester 

Kirby A.R. Cambridge 

Kirkby RJ. London 

Kirkwood P. London 

Kitchen SJ. Sheffield 

Knight A.L Crawley 

Knight GJ. London 

Knights CA. London 

Knowles K.S. Cambridge 

Knudsiten-Davies AHJ. Manchester 

Kroner S. London 

Kou A. St. Albans 

Kowalski A.R. Birmingham 

Krishamhan J.C. London 

Kucharezyk A.M. 'Southampton 


Lacey MJ. London 

Laccy-Smilh P.A. London 

Laganuwsku K.K. London 

Laing A. London 

Laird RJ. Manchester 

Lumhcn C.L St. Albans 

Lambert K.L Manchester 

Lambert P. Southampton 

Uimers P.M. London 4 

Lamoni AJ.H. London 

Lamped] A. Manchester 

Land CJ. London 

Lurkin M. Manchester 

Latir S.Y London ' '' 

Lau G.A.N. London 

Laughton J.M. Guernsey 

loverly D.L Jersey ■ 

Lawrence C.S. Norwich 

Laurence T.P. London 

La wren von W. Liverpool 

Lawson J.S. St. Albans 

Lawson JJ. Manchester 

Lawton A.D. Bristol 

Lccroy DA. Manchester • *• 

Ledesma A.P. London 

Lee A.P. London • i.l 

Lee DA. Glossop , 

Lee J.S. London . : 

Lee KA. London 

Lee SuBJ. St. Albans 

Levs M. Enfield 

Lcrwill T.L. London 

Leslie D. Bristol 

Letnrcy P-Z. HuJJ ...... . t: . .. .u.ii 

Lett J.W. London 
Leuti BJ London 
Lewis G.A London 
lewis S. London 
Li B.M.B. London 
Lwhster A.P. London 
Lww A.P. London 
Ughllcy I. Cardiff 
Lint K.S. London 
Linton P.L London 
Livingstone R.C. London , 

Llewellyn J.D.S. Birmingham 
Ucwdlyn-Recs EL. Hayes 
Lloyd ED. London 
Lock D.P. Reading 
Loh V London 
LomhanJ C. London 
Longidon RJ. London 
Lnivgnnc T.C. London 
Lovril J.O. Sheffield 
Urae K.V. Siokc-On-Trenl 
Lowe S.A. Leicester 
Lucas GA. North with 
Lucas S.A. London 
Luccv J.C. Brighton 
Ltunsdon GJ. Reading 
Luscomhc C.D. Ipswich 
Lyail KJ. London 
Lynam D.H. Leeds 
Lynch N. Leicester 
Lync J.M. Swindon 
Lyon R. St. Albans 

M 

Mcbain RJ. London 
Mceanhy D.L. London 
Mcvloskcv F. Swindon 
Mcccmkcy M. Cambridge 
Mecruady A.L Birmingham 
Merry aal K.E. London 
Medonald D.P. Preston 
Mcdoweil SJ. London 
Mriariurar WJ. London 
Mcgrady M.R. Newcastle Upon Tyne 
Mccnudy M.R. London 
Maruintwss R.Z. Luton 
Meilraiih L London 
Meilwame P.T Cambridge 
Mckcnrie JA. London 
Mclaren J.C. London 
Mctem A.S. Manchester 

Madcmun C.F. London 
Mcmahon J.P. Liverpool 
Mcmuhon O.M. London 
Mcra.il H.C London 
Mcnkhdlls K.E. London 
Mcpanlin G. London 
Mcphcrxon J.A. London 
Mucro S.J. Cambridge 
Muddocks A.C. London 
Madehry C.A. Leeds 
Magecha S.H. London 
Mahal M S. London 
Muhupiiiw P.K. Horsham 
Makurrni D.D. London 
Malarkey A. London 
Mnkotm R.P. Nottingham 
Male M.T. Lecd* 

Males J.C. Eastbourne 
Malik A. London 
Man D.K.W. London 
Man G.K.B. London 
Munjratev C.P. Scarborough 
Manikin 'v.A.G. London 
Mann R5 London 
Malison S.N.E. Uutherhend 
M.mlon G.C. Southeod-On-Sca 
Maplev O.N. London 
Mnrchuiit A. London 
Marelwni N.N. London . 

Margctl* S.N. London 
Marland J. Birnringhum, _• 

M.irr R.D. Nwousik Upon Tyne 
Marsden R.W. London 
Marsh CJ. West Bromwich , T . 
Marshall J.P- London 
Matvoo H.K. Reading 
Martens C.T. Bristol 
Martin AJ_ Nottingham, 

Martin CJ. London • . 

Martin E.K. Northampton 


Martin 'G.D. London 

Martin N. Birmingham 

Mania S.E. Norwich 

M listen L.C. London 

Mason SJ.K. London 

Marten J. London 

Masters R.K. Bristol 

Mather PJ. Liverpool 

Matik M. London 

Matthews D.K. Leicester 

Matthews J.E Walion-On-Thames 

Matthews J.S. Reading 

Mawbey N.W. London 

Maw&on E London 

Maynard B.W. Birmingham 

Muynuid RJ. Manchester 

Mead W.W. London 

Meadows R.Y. Croydon 

Meadows S.N. Birmingham 

Meehan M.P. London 

Melhuish E London 

Melton K.L. Norwich 

Menardi F. Leeds 

Mcnon G. London 

Mepham W. Jersey 

Merndl P.D. Lincoln 

Mcrson A.L. Ashford 

Metcalf J.H. London 

Metcalfe TJ. London 

Mignot J. Guernsey 

Milford N D. Manchester 

Millar F.C. Basingstoke 

Millar K.B. Manchester 

Miller J.M. Tunbrulp: Wells 

MiTTer S.A. Birmingham 

Mills AJ. London 

Milner C.S. London 

Mifnes-James R.L Nottingham 

Minchcw S.E. Cardiff 

Minty D. Manchester 

Moffett C.W. Newcastle Upon Tyne 

Moffell G.E London 

Mohamed N. Sl Albans 

Monk house R.E. London 

Montague M. London 

Moningpe W.E.H. Sheffield 

Moody A.T. Reading 

Moore E Manchester 

Moore J.A. London 

Moore LM. Derby 

Moore SJ. Manchester 

MorfilT L.C. London 

Morgan AK. Cardiff 

Morgan C.R. London 

Morgan J.M. St. Albans 

Morgan J.W. London 

Morgan N.T. London 

Morgan R.L. Bristol 

Morgan S.P.C. London 

Morrell R. Leeds 

Morris A.P. Nottingham 

Morris D. Shrewsbury 

Morris DJ. London 

Morris K.E Reading 

Morris S.P. Bournemouth 

Moss ASJ. London 

Moulden K.R. London 

Mountain DJ. London 

Mouslcy M.L. Btteup 

Muirhcad J.C. Liverpool 

Murphy R_F. London 

Murphy S.F. London 

Musikant D.W. London 

Mussdwbite S. London 

Myers C.C. Jersey 

Myers P.C. Manchester 

N 

Nan son G.R, London 

Naqib T.l. London 

Nash M J. Newcastle Upon Tyne 

Novato G.R. London 

Nuyur P. Jersey 

Nayler J.SJ. London 

Neal S.D. Brighton 

Neal S. London 

Needham D. Leeds 

Nccvc PJ. London 

Negus C.H. London 

Neslany PJ. Manchester 

New borough D.M. Leicester 

Newman A.C. London 

News! cad JA.W. Leicester 

Newton W.P. Sloke-On-Trent 

Nicholas A.P. London 

Nteholb B. Nottingham 

Nicholb K. Swansea • 

Nichols DJ. London 
Nichols LA. lixbridge 
Nicholson B. Basingstoke 
Nicholson P. Middlesbrough 
Nkolson AJ. Canterbury 
Nisar S. Croydon 
Nsbcn MJ 1 . London 
Nixon K_K_ Newcastle Upon Tyne 
Njoroge A.N. London 
Norman C.E Plymouth 
Norman R. Exeter 
Normington J.P. Blackburn 
Norton J AJ- London 
Non P. Nottingham 
Nunn M.G. London 
Niuincy CF. Crawley 
Nullail S.L Cambridge 
NuUal) T.H. Manchester 
Nwachuku L.C. Reading 


Oates AG. Dudley 
O’Brien AK. Cardiff 
O'Brien EA London 
O’Connell M. Si. Attains 
O'Connor M. Leeds 
O’Donnell C.M. London 
Oestergaani E London 
Offenheig 5.H.E. London 
Ogden NA. Birmingham 
Ognun A. London 
Ogura M. London 
OTCeefTe N.A. Warrington 
Old S.G. Leeds 
Oliard M.D. London 
CLoughlin AJ. London 
O^tahoney D. Birmingham 
0*Ma honey G.D. Manchester 
OUdll G. Sonthcnd-On-Sea 
O’Neill S. Manchester 
Ong W.H. London 
Orchard J. London 
OH ionian DJ. Manchester 
Omadcl S.P. London 
Orphanos M.C. London 
OncTI G.S. London 
Orridge J.G. Leicester 
Orsbom J.B. London 
Osborn NJ. Crawley 
Ottey C.R. Elurnham 
Ovcndcn T.E. London 
Overt on -Smith NJ. Horsham 
Owen GJ. London 
Owen MA. London 
Owen SJ. Reading 
Owens J^. Stroud 


Page AP. Reading 
Painter D.K. Crowley 
Painter K.E. Reading 
Pande N.D. London 
Papadopoulos AD. Nicosia 
Ptipadopoolos C. Stros olos 

Park SLR. Bristol 
Parker D. Coventry 
Parker D E London 
Parker J.L London 
Parker M.P. Crawley 
Parker T. Bakkwk 
Parr J.D. Preston 
Party C A. Mandtester 
Parson DJ. London 
Pascual N. London 
Paid H.R. WoodfonJ Gwen 
Patel K. London 
Paid N. London . 

Paid R.B- London 
Paid SJR. London 
Pitlhflwnathan V. London 
Payne S.K- Birmingham 


Pearce M- Leicester 
Paatuf -Smith T.C. London 
Pcrdesi S London 
Pcreru S. London 
Perkins C.M.H. Tunbridge Wclh 
Perriim J.S. Jersey 
Pcsco M.AJ. Jersey 
Pester R.G London 
Peterson W. Slough 
Philpotl S. London 
Piekcrmg A.E Norwich 
Pickering C.B. London 
Pickett RJ. Croydon 
Pickles M.D. London 
Pinipcrton D. Rotherham 
Pinchbeck S.B. Grimsby 
Pitches J. London 
Pilhcr S.E London 
Pollard RJ. Leeds 
Pool MA Cambridge 
Ptnritt D. Leeds 
Potter AM. Birmingham 
Poller L.D. London 
Poitingcr G.K. Cloy don 
Poultcr S.M. London • 

Poulton RJ. London 
Pouros G.T. Lamaca 
Powell GJ. London 
Powdl S.G. Liverpool 
Poyicm D.W. Birmingham 
Prabhakuran P. London 
Prangnell N J. Reading 
Press DJ. London 
Preston A.L. Leeds 
Price DJ. Norwich 
Price J.D. London 
Price MJ. London 
Pricsiley H.L. Lncrpool 
Prince MA.B. London 
Prine K. Windsor 
Prisk K. Birmingham 
Probert H. Leicester 
Proctor G.E London 
Pugh S.G. GuiMfoid 
Pugslcy R.C.V. London 
Pullen M.R.D. Winchesicr 
Purcell M.l. Cardiff 
Pursglove J.R. Blackburn 
Pyuoek K.E. Ipswich 
Pie MJ. Rotherham 


Quick MJ. Milton Keynes 
Quinlan S.M. Bedford 
Quinn A.E Milton Keynes 
Quinton EJ. London 


Rac KJ. London 
Rahaman A. London 
Rahman H. London 
Rains G. Chester 
Rajpjl A.K. London 
Rajpul M. London 
R alley P.D. London 
Ramadan RJ. London 
Ramani Y.R. London 
Romnani N.M. London 
Rankin R. Newcastle Upon Tyne 
Runson DJ. London 
Ranson P.N. Croidon 
Raldific V. Walsall 


...now let us 
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Rarra S. Windsor 

Ravid B. London 

Rawlings K.H. Birmingham 

Ray JJ>. London 

Read C. Jersey 1 

Rcdfern N.C. Norwich 

Redpaih S.H. Newcistfe Upon Tyne 

Reece A.D. Sum Pord-Upon- Avon 

Reekie EJ.R. London 

ReiN J.G. London 

Rees N.V. Cardiff 

Rocs S.C. Manchester 

Reeves CE. Leeds 

Rhode- BJ.D. London 

Rlmdes K.M. Sidcup 

Richards GJ. London 

Richards PJ. Birmingham 

Richardson DJ. Newcastle Upon Tyne 

Ridd-Joncs G.R. London 

Rrddkstcn MJ. London 

Ridge T. Croydon 

Ridley MJ Manehcsrer 

Rigby J.A. London 

Robbie S. Douglas 

Roberts AEM. Manchester 

Roberts Caroline Christine t W25r London 

Roberts Clare Claydon (28SV) Liverpool 

Roberts D.B.T. Nottingham 

Roberts I.D. London 

Roberts LW. London 

Roberts MA. Chorlcy 

Robertson GJ. Manchester 

Robertson G. London 

Robertson J.B. Bristol 

Robinson G.T London 

Robinson H.E.W. London 

Robinson M.E. Newcastle Upon Tyne 

Robinson T.D. Leeds 

Robson G.M.C. Bristol 

Rocha MA. London 

Rochester C. Manchester 

Rodgers A.i. Manchester 

Rodrigues J.EJ Birminghiun ' 

Rodrigues M.L London 
Rogers A.P. London 
Romoin G.C. London 
Ross D. Jersey 
Rovsm CJ. Derby 
Rothwcll M.D. London 
Rouse EJ. London 
Rowe GJ. Inga tea one 
Rowson J.E Manchester 
Rudd -J.M. Great Yarmouth - 
Ruddy G. Guernsey 
Rudkin TJ. MiinchctUT 
Rudbn S. Jersey 
{toggles AJ. Sl. Alhinx 
RusS NA. Middlesbrough 
Ruvetl SJ. Kettermg 
Ryan VP. London 
Rvan J.B. London 


Sackman M. London 
Sadler R J. Watford 
Saggu RJ. London 
Salisbury J.C. Manchester 
Salmon RA. Reading 
Sam* D.W.l. London 
Sandhii SJ.K. London 
Sankcy EC. London 
Saifeam B. London 


Sarker A.R. London 
Saunders O.G.T, London 
Savage A.E Southampton 
Sawhny S. London 
Sawyers Jj\. Crawley 
Schmidl N. Crawley 
Scott RJ. London ' 

Scrcvtnn SJ. Hull 

Searie D.G. London 

Scddon C.D. Mancherter 

Semple M.A. London 

Sewell S.P. Norwich 

Seymour C.D. Sheffield 

Shackleion P.R. London 

Shah Adardt ( 1784) London 

Shah Dipa l!874l London 

Shnh JJ. London 

Shah S.C. London 

Shah Snchar (1047) London 

Shanmugaratnam S. Mihon Keynes 

Sharer A.E, Wembley 

Sliurma D.K. Birmingham 

Shaw M.W.E Norwich 

Shaw R.G.R. London 

Shepherd S.C. London 

Sheppard M.L. London 

Sheraton AE Birmingham 

Sheridan AJ. London 

Sherwood PA. Hove 

Shewry T.D. Brixtol 

Shivkia V. Cambridge 

Shirley G.M. London 

Sh reeve H. London 

Siddle RJ. Leicester 

Sim V.M. Leeds 

Simpson C.L. Birmingham 

Simpson J. Leeds 

Simpson P. Manchester 

Sinclair J.C. Kingston-Upon-Thames 

Sinclair M.C. Southampton 

Sinden N.G. London 

Siney P. London 

Singh P. Southampton 

Singh R. Si. Albans 

Sisson A.H. Birmingham 

Skeily H. London 

Skingdey AE St Albans 

Skippings A.C. London 

Sktpwonh PJ. St. Albans 

Slater G. Birmingham 

Stafford SJ. Soulhcnd-On-Sea 

Skitter B.S.P. London 

SIcighihoIme C. Birmingham 

SHm AJ. London 

Slow J.M. Leeds 

Smallwood MJ. Munchcrter 

Smart PJ. Bracknell 

Smith A. A Cheltenham 

Smith CJD. Slough 

Smith C.l. London 

Smith JA. Jersey 

Smith KA. Swindon 

Smith KJ. London 

Smith N.M. Manchester 

Smith P.B. Newcastle Upon Tyne 

Smith RA. Leaihcrhead 

Smyth EJ. Manchester 

Soavc AC. Douglas 

Soil NJ. London 

Souncss K. Croydon 

Souzou M. Nicosia 

Spann N. Leeds 

S partes NJ. Birmingham 
Speck G- Sutton 
Speight MA. London 
Speirs A.K. London 
Spink M.D. Windsor 
Spooner AJ. Manchester 
Sprague C. Ely 
Spurt G. Swindon 
Stafford C.R. Nottingham 
Siahel RJ. London 
Stanton A. Winchester 
Stanton D. Uxbridge 
Steer-Fowler V. Douglas 
Stoff D.R. Crawley 
Stephens KA Manchester 
Stephenson K_L London 
Stephenson N. Nottingham 
Stevens S.E. Nottingham 
Stevenson N.P. Mihon Keynes 
Stewart B J. London 
Stewart K.S. Milton Keynes 
Still S.A. London 
Stocklcy AJ. London 
Stone D. Newcastle Upon Tyne 
Stone P.W. Nonrich 
Stone R.W. Reading 
Storey I.K. Sl Albans 
Storey J.M. Sheffield 
Storey M.N. Aylesbury 
Stratton J.E Luton 
Strickland'Skaiks J.T. London 
Stride EA. London 
Strange AC. London 
Strugncll E Birmingham 
Strut here H. Birmingham 
Sugden J. Manchester 
Surbuts D.M. Southampton 
Sutton A.T.O. London 
Sutton AJ. London 
Sweeney CJ. Manchester 
Sweeney J.A London 
Sykes R.M. Manchester 


Tukai C.M. London 
Talbot D. London 
Talbot E Nottingham 
Tallon P.C. London 
Tanner AJ.H. London 
Tanner CJ. London 
Tnrran MJ. Warrington 
Tnsccr S. London 
Taverner S. Liverpool 
Tay K.S.H. London 
Tay L London 
Taylor C.H. Liverpool 
Taylor C. Sheffield 
Taylor D. Hull 
Taylor K. Leeds 
Tuylor R.M. Bristol 
Taylor R. Leeds 
Tuylor RJ. Nottingham 
Taylor R.S. Letcemer 
Taylor R.D. Cambridge 
Taylor SJ. London 
Taylor S. Birmingham 
Teague S. London 
Tcmpfe-Coie J.P. Uxbridge 
Terry J.R. London 
Tcschkc R.C. London 
Thukamr R. Northampton 
Thomas EO. London 
Thomas N.R. Nottingham 
Thomas W.D. Derby 
Thompson S.C. London 
Thomdykc J. London 
Thornhill R. Manchester 
Thornton DA. Hayes 
Thorogood I.T. London 
Thorpe PJ. Sl. Albans 
Thurgood S.H. Chippenham 
Tilleit J.C. London 
Ti» J.P. Cnnvcy Island 
To S.K, London 
Tobutl S.D. Bolton 
Tomkinsort C. Leicester 
Tomlin AJ. Barnet 
Tong J.E. Reading 
Topping A Manchester 


Townend A. London 
Trcacy F.M. London 
Trcthewvy J.E. Cardiff 
Truscott S.T. Liverpool 
Tanga ri G. London 
Tucker J.C. Liverpool 
Tulloch R. Guild ford 
Turner D. Hilden ho rough 
Turner N. Leicester 
Turnsck A London 
Turton SJ. Reading 
Tweed ale L London 
Twccdic M-S. Brighton 
Tyc C.N. Birmingham 
Tye J.E. Lincoln 
Tyerman S.C. Lincoln 
Tyrer SJ. Wigan 

U 

Underwood N.D. Birmingham 
Undrill EJ. London 

V 

Vucturil A.S. A Uxbridge 
Valembois AP. Felixstowe 
Van ET. Birmingham 
Varney H. London 
Vetma 5. Brnninpham 
Viner R.C. Kidderminster 
Vohra E Crawley 
Vollans T. Bradford 

W 

Wade D. Hertford 

Wade EJ. Leeds 

Wade EE Norwich 

Wakefield SJ. London 

Wakefield T. London 

Walker C.A. Lhvrpool 

Walker C. Guildford 

Walker HJ. London 

Walker J.A. London 

Walker E Leicester 

Wall MA. London 

Wallucc PJ. Uxbridge 

Wallcy V.E London 

Wabh C.R. Manchester 

WaBh DJ. Leicester 

Waiters CJ. London 

Walters J.D. London 

Walton R J. Reading 

Won DJ. London 

Wanlcss M. Jersey 

Ward J.M. Leicester 

Ward NJ. Norwich 

Ward P. Birmingham 

Wardle CJ. Nottingham 

Warman N. London 

Wartte EF. Leeds 

Warren J. London 

Warrington K. Birmingham 

Watkin J.E Birmingham 

Watkins P.R.D. London 

Watkinson D.B. Reading 

Watson A.E Nottingham 

Watson H.E Famham 

Watson E Newcastle Upon Tyne 

Watson Melanie (2266) Birmingham 

Watson WJ. Bristol 

Watt S.K. Cardiff 

Way SJ. Harrow 

Weaver M.R. Bristol 

Webber J. Exeter 

Webster AJB. London 

Webster EJ. London 

Webster M.M. London 

Weir AP. London 

West J.M. London 

Whatley S.G. Liverpool 

Whatling M. Leicester 

Whaidon CJ. London 

White CJ. Plymouth 

White Joanne (2866) London 

White K.CJ. Southampton 

White NA. Reading 

Whitfield N^.B. London 

Whittaker 5A. London 

Whin era S.E Birmingham 

Whinle A.H. London 

Whittle S.M. Cambridge 

Whilton J. Chorlcy 

Whitworth PA. London 

Wielahd M.D. London 

Wighlman S.M. Leeds 

WignaD SJ. Manchester 

WijayaLilleke S.P. Uxbridge 

Wilkins SJA. Cardiff 

Wilkinson D.R. Birnringbam 

Wilkinson KJ. Mandustcr 

Wilkinson PJ. Leeds 

Williams DJ. London 

Williams E Nottingham 

WilGaras H.E London 

Williams K. Rochdale 

Williams M.E Leeds 

Williams Richard David (1002) London 

Williams Robert David (2932) Chester 

WilBants S.E Birmingham 

Williamson K. London 

Willingham D.F. London 

Wilntot J. Derby 

Wilraot SJ. Slough 

Wilson AJ. Preston 

Wilson G.H. London 

Wilson M.SJ. Newcastle Upon Tj-nc 

Wilson N.P. London 

Wilson RA. Bradford 

Wilson 5.M.B. London 

Wilson S.D. Liverpool 

Wilson V.M. London 

Winddincfcx D. Manchester 

Windsor JJ. Royston 

Wink worth S.R. Harrow 

Winter D.E Carlisle 

Winters E Birmingham 

Wise K. Newbury 

Wiseman EJ. Bath 

Whkovcr P.D. St. Albans 

Witt NJ. Bristol 

Witt R. Southampton 

Win W.R.T. London 

Woo IEB.H. Birmingham 

Wood C.R. Leeds 

Wood T.F. Cambridge 

Wood bridge CJ5. London 

Woods J. Birmingham 

Woods MJ. London 

Woodsidc J.N.l. London 

Woodward J.M. Plymouth 

Woodward P.M. Soulbampton 

Woodward VJ. Birmingham 

Worsnip J.C. London 

Worth AB.R. Birmingham 

Worthington MA. London 

Wort on N.H. London 

Wright M.L Bristol 

Wyatt J.R. London 


Yates C.H.F. London . 
Yeap C.KJL Manchester 
Yeo R.P. Bristol 
Yoshida C. London 
Young R.P. London 
Yu C.Y.W. Liverpool 
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Znharia VS. Nicosia 
Zajac PA. Liverpool 
Zhang J. London 
Zinar R.M. London 


The folknvine eundidutes have passed three papers ai Finnll In the fourth subjeaL Advanced Taxation, they 
must successfully complete a scheme or compewocc-led assessment in order to pass the Final overall; 

Aliwood DJ.G.. London 
Skinglcy JJ- London- 
Wilson C.L London 

The foHowine eandidaies hare successfully completed a scheme of compclcooc-led assoamcni in Advanced 
Taxation and have now passed the Final overall: 


ItenJcj A.K.L.. London 
Boorman JJS.. London 
Cusrlcdine K.L London 
Gray M.C.. London 
Husain S.R.. London 


Kay H.C.D„ London 
Latham H.C.. London 
Qureshi S.M_ London 
Ramsey K.D~ London 
Thompson R.M.A_ London 
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IT Appointments 


SENIOR LEVEL BANKING POSITIONS 

IN FRANCOPHONE AFRICA 


" LEADING. INTERNATIONAL FINANCIAL INSTITUTION ' 

The Company; Our dient is a leading international financial institution with operations in over 45 countries around the 
world. Covering The entire range of financial services their commitment to excellence is fundamental to their outstanding 
success. Recognised in Africa as a market leader, they seek to expand in their markets by hiring outstanding individuals with 
the drive and ability to move them even further ahead. 




The Rotes; 

- Bead of Finance 

• Provide strong leadership to the .finance' function, and 
develop strong technical slofe in the-team. • 

• Co-ordinate financial" aotf 'management accounting 
ensuring accurate and timety delivery of information 

• Maintain control and '«spondt>5rty for general ledger' 
administration, fcerf asswtracfd cratfitoi:- accounting and. 
establish an effective internal finandatantrbte system 

- • Liaise with Group and Regional taxrfepartmems and local 
tax advisors to support the effective management of the 
Group's taxaffaira and .foot tax liabilities 

Head of Consumea Bawcing ; 

• Previous exposure ro. both ‘product .management. .and', 

branch banking / j.;' .. ’ • . / r . * 

• fie able to initiate service guafety 'issues. * " - ■ 

• Be customs driveh and custorfierfocused - - 


Heap ofTreasury 

- Develop and' implement sates/marketing and .trading 
strategies for die country treasury, to. nieet: agreed 
reyeoue, cost and other targets • - 

• Manage and -control an business risks, arising in. the 

Treasury, through implementation of de&k-and individual, 
trading tirrifts. and. a^ierence to- established stop kiss 
hedging and mark to market disdpinesV: ' . 

• Establish and maintain. high tevel pantads .with current 

and target customers, regulatory authorities Snd product 
partners ' • ' • . \ ' • • 

• • • * Head of if” ’ • «f’ : 

Provide strong project management forfrprofesiqnab 
f^eferablyhave<2U3enejxewTma'r»^ofbanljngsofw^e 
Be able to operate as a business partner v^rhiS the 'senior 
' management team, not fust a techr&cat 17 Manager' . 


The People: You will have a minimum of 7 years* experience with a leading financial institution with at least two of those 
in a managerial role. As part of the senior management team, you will have the ability to identify opportunities and convert 
them into business success, set and achieve targets and maintain the commitment of the staff by effectively managing and 
developing your team even in difficult and challenging circumstances. You will have a proven track record of management 
expertise. Possessing vision, you will recognise Thar you are part of a global organisation and be a key player in driving 
forward the Group's objectives in the region. 

® Please forward your fun resume in the strictest confidence, quoting reference FT 3257 to 

Antal international. 2nd floor, $0 Tottenham Court Road. London WIP OAN Tel: + 44 (0) 171 637 2001 
Fax. + 44(0) 1 71 637 0949 e-mail: cvrSiantal-int.com or visit our website on wwwantal-int.com 

A 

4iP|fe, Antal International Ltd 

wtoL 'A Global Recruitment Solution App//ecT Locally ' 


Company 

U.S. Based company oxpantfing to Europe 

Post 

ProgrammertAnafyst U.K. based In South Hfest 
London arae 
Quauficattons 

Ba tchetors Degree pfus one or more of following 
skills: C.C++, Visual Basic. PowerbuSder, Oracle, 
Sybase, mainframe (cobol, CICS. JCL DB2.) 
Work Experience 
Minimum 2 years 
Salary 

£30K to £50K Depending on experience 

Apply 

BoxA6220. Financial Tunes. 

One Southwark Bridge. 

London SE1 9HL 



For mor« Information on 
how to roach the top IT 
professionals In 
business call: 

Chris (bbotson 
on +44 171 873 3351 



GLOBAL INVESTMENT BANK 

FEED INCOME AND CREDIT DERIVATIVES 
£££ SUPERB PACKAGES 


CITY 


This in one of Europe’s and the world's most 
successful banking 1 institutions with a powerful 
global presence and a strong reputation for 
leadership in financial product development and 
technical innovation. They are now seeking to 
recruit a talented quantitative analyst and a 
number of quantitative developers to further 
strengthen both their London trading activities 
and various new risk management initiatives. 
Both quantitative analysts and developers work 
together to develop, enhance and integrate trading 
and market risk models, libraries and strategies. 

You should boast an excellent science/ 
mathematics academic background including a 
lat/2.1 honours degree from a top- tier 
university and preferably a higher 

mtn 


degree. You should have a minimum of one year's 
financial experience. For the developer positions a 
strong software engineering background is 
required. Successful candidates will have excellent 
C/C++ and some of the following: VisnalC++, 
Visual Basic, Excel, Numerical Methods etc. 
Enthusiasm will be a distinct advantage. 
Remuneration packages are superb and include 
substantial bonuses and benefits and a renew in 
six months. 

In the strictest confidence, please sand a full CV to 
Craig Miliar or Shelley Ashton at Millar Associates, 
€ Sloane Street. Knights bridge, London SW 1 X 9LE. 

Please quote reference FT2907. 
. Tel: 0171 823 2222. Fax: 0171 823 2208. 
Kpjk Email; miUarassodates@swl.teIme.com 


Millar Associates 

INTERNATIONAL SEARCH t, SELECTION 


SAP 

CONSULTANTS 


Coronado Software, an SAP consulting firm based 
in the USA, is conducting interviews in Europe 
August 17-28 for our US and international 
operations. We are interviewing experienced SAP 
consultants who want to work in a dynamic, fast 
growth environment. 

We are seeking highly motivated seif-starters with 
excellent communication skills and strong analytical 
background. 

Fax CV and salary requirements to: 

1-949-348-0200 by 15/8/98 
or E-mail to: 
ajayOl @ msn.com 


UK based 

software house looking to 
appoint an analyst programmer 
with a 1 st class 

IT based degree & experience in 
VB. PDBMS. JAVA /C++. 

3 years + accounting experience 
essential. 

Salary according to 
experience. 

Apply with CV & covering letter 
to: 

Box A628G 
Financial Times 
One Southwark Bridge London 
$E1 9HL" 


INVESTMENT BANKING 


BUSINESS ANALYSTS 
PROJECT MAN AGERS 


to £55.000 + !!(. ■— 


The leading European Investment Bank is currently searching for business focused Analysis and Project^ 
Managers to complement their existing and outstanding global IT infrastructure. . . 

Uniquely, these candidates are to further facilitate globalisation within the organisation. The London = 
office is central to the firm’s IT development, providing a complete range of investment and financial 
services within their Equities business area. 

Key to these roles is the understanding of client needs and responding effectively to their requirements, 
the ability to translate these into effective solutions and managing the clients expectations. The analysis 
work must be succinct and of high quality as the project is running to significantly tight deadlines. 

Professional and technical attributes sought would include providing critical business analysis, 
requirements capture and documentation, strong interpersonal skills, previous experience in medium 
scale client/server implementations, test planning, testing, and knowledge of middle-back office 
processing preferably in Equities. 

The first phase of this project is underway and involves migrating an existing application onto a strategic . 
architecture and a strategic data model. Interested candidates should be able to demonstrate a strong- 
commitment to the business and IT functions of a large organisation. All candidates should come froth; 
a solid IT development cycle background and be obviously experienced and capable of driving the; 
business forward from an IT perspective. 


Please contact Danielle Lorenz 
or Andrew Summers 




Telephone: 017! 335 5858 
Mobile: 0468 175 002 

Fax: 0171 335 0008 

Email: ±Uxen7 @ huxley.eo.uk 

jLsummeretff 1 huxleycaulL 


INVESTMENT BANKING 

America House. 2 America Square. Lon don EC-W 2AH 


Wrmqtt Associates 

An experienced mathematician programmer is 
sought to work on research pmjects for this 
financial consultancy firm. The successful 
applicant will be proficient in stochastic 
calculus and control theory, have undertaken 
research in finance and have a good knowledge 
of C++ and SPIus. Knowledge of a language 
will be an advantage. 

Salary £29K 

Applicants should email their CV to 
jobs@wfenotLcoai. 


QUANTITATIVE DEVELOPER 


Our client is a leading European Investment Bank looking to refocus its Equity Derivatives activities. With a long 
hisiory of supplying an exemplary service to its customers in both Interest Rates and Equity Derivatives our client 
is looking to re-define its IT strategy to support their Derivatives Traders / Quants and Sales. In order to deliver 
they require the following: 

Hands-on Pricing and Analytical Developer 

Defining architecture for the base of Equity and Interest Rate derivatives, positioned alongside the Traders/Quants 
the ideal candidate will have traditional RAD skills as well as a very strong analytical and academic background. 
The role will be very quantitative in relation to the business supported- 

/ Understanding in detail of pricing principles of Vanilla/Exotic Options 

✓Experience of pricing components of Black-Scholes models. Yield Curve and Dividend handling within pricing 
/Pricing/Risk Management (MarkcO/Risk Modelling/Risk Arbitrage 

Technologies: A subset of the following: 

✓Visual C++ ✓ C/C++ 

✓MS Visual Basic ✓ Excel 

✓COM/DCOM ✓ActiveX 

At least two years’ experience of the above combined with a sound understanding of Equity/IR products (analytic* 
and pricing). 


Please contact: 

Alex Blair, Mike Sherwin or Sally Mullan 





Telephone: 0171 335 5860 
Email: jobs@huxleyxo.uk 


INVESTMENT BANKING 

America House. 2 America Square. London EC3N 2AH 


|| INVESTMENT BANKING || 


EXCEL VBA/MATHS 
S35K - &50K + BONUS 

Leading Wall Street player seeks Developers for their 
convertible ■warrants desk. Providing rapid response and 
tactical development for the trading team, you will utilise 
your solid Excel and numerical skills. These roles are all 
based on the 'floor' and demand excellent 
communication skills coupled with a sharp mind and 
attitude. High flyers only. 

C++/SQL 

£40K-£60K+ BONUS 

Leading Derivatives house seeks a Developer with a 
minimum of two years C++ /SQL expertise. As pan of die 
front office money markets team, you will help price 
yield curves and build risk management systems. The 
successful candidate will have a strong academic 
background coupled with excellent communication 
skills and strong technical knowledge. Preference will be 
giver to chose with money markets experience. A first 
dass opportunity. 

MARKET RISK ANAiYST 
TO £40K + BENS + BONUS 
Leading Derivatives house specialising in exotic and 
structured products, transactions and trading strategies 
seeks Market Risk Analysts. Working across aD product 
ranges, you will assist the team in carrying out risk 
analysis for traders and industry groups. Successful 
candidates will have a very strong numerical background 
with a minimum of a 2.1 degree in mathematics, a 
demonstrated ability to grasp new concepts quickly, 
report writing skills and a genuine desire to work in 
risk management 


VC++/MATHS 
£40K - £60K + BONUS 

Premier US market maker seeks a financial Engineer with 
a minimum of 2 years C++ expertise coupled with 
excellent mathematical abilities. Working with the 
quantitative team, you will help build analytics libraries 
for the exotic interest rares desk. Candidates with 
exemplary academic qualifications and strong 
communication skills are encouraged to apply. 

EXCEL VBA/FIXED INCOME 
S40K - £50K + BONUS 

Fixed Income Exotic Derivatives group of this premier 
US Investment Bank seeks bright graduates with at least 
12 months experience of Excel within a front office 
environment. You will join a small global team 
developing flexible pricing for new exotic products, 
supporting marketers and traders. A good maths related 
degree is essential as is the enthusiasm ro deliver systems 
within strict timescales. A fabulous career mote. 

VISUAL C^/COM/ ACTIVEX 
TO &60K + BONUS + BENS 
US Bank seeks highest quality Developers for their 
Equities group. Working on business critical systems 
using C++, COM and ActiveX on an NT4 platform porting 
to CORBA middleware on UNIX. You wjJi have a 
minimu m of 12 months experience and proven record of 
developing commercial products to an excellent 
standard as well as a strong academic background in a 
computing or mathematically intensive subject. 
Financial knowledge a plus. Our diem seeks to bring in 
the best people possible and offer the package anf1 
prospects to match. 
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The people the City turn to first. 

Many of our clients also offer Contract opportuilties requiring the above skffis. 

ARC are pretense euppnws p tfta top financial institutions. This is a ssleaton of cunwn oppommttu m tha City We tm many mwa. 

Our consdtans hwe an m-dajati underctendng of fins maiAel and ho«* ft can wortt best tor you. so please cal Stephen HawtDne or Paul WUkJre an 
W71 tX7 2S25 to tfsa&s yewr options Aftamarvely please Send, tax fir e-mai yor CV to us at ARC RacrutmanL 15-16 New Butrqan St Lomton WiX 1 FF. 

Fax: 0171 287 9688. E-mafc sre@lQota.Couk 



Networks 


The FT IT Recruitment section is also available all week on www.FT.com 
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REINSURANCE 

With premium rates low and the likely cost 
of future risks high, the industry is 
consolidating to form bigger, financially 
stronger groups, says Christopher Adams 

Broad shoulders 
take the risks 


An industry best known for 
its highly developed sense of 
caution is throwing pru- 
dence to the wind. Reinsur- 
ers, paid to absorb the finan- 
cial risk of the world’s 
biggest catastrophes, have 
stepped up an already fren- 
zied round of restructuring 
as they struggle with new 
uncertainties reshaping their 
marketplace. 

The acquisition in June of 
the world'B third largest 
reinsurer. US-based General 
Re. for $22bn by Berkshire 
Hathaway, the financial 
group run by billionaire US 
investor Warren Buffett, was 
the biggest of a string of 
deals creating powerfully 
financed global giants better 
able to shoulder an increas- 
ingly diverse range of com- 
mercial risks and meet the 
threatened cost of future 
natural disasters. 

The increased emphasis on 
capital strength stems from 
a series of heavy catastro-. 
phe-related claims in the 
early 1990s. which placed 
considerable strain on rein- 


surers. Rising property val- 
ues and population growth 
in the world’s developed 
cities are pushing up the 
projected cost of prospective 
natural and man-made disas- 
ters. Hurricane Andrew dev- 
astated the Florida coastline 
in 1992, causing $l5bn of 
damage. A s imil ar storm 
now could inflict six times 
that amount 

Yet reinsurers have suf- 
fered few big natural catas- 
trophe claims since the 
Northridge earthquake in 
California four years ago. 
Catastrophe losses in the US 
property and casualty sector 
dropped by $4.7bn to $2.6bn, 
the lowest annual total for a 
decade and well below the 
1990s average of S9.0bn a 
year. Last year’s Caribbean 
hurricane season was rela- 
tively benign, largely 
because of an unusual warm 
water current in the Pacific 
Ocean called El Nifio. which 
had unpredictable effects on 
the weather. 

A dearth of insured losses 
continues to push premium 


rates down, prompting some 
reinsurers into a morbid 
longing for disasters to help 
rectify the “soft” market 
Prices for reinsurance have 
been felling by up to 20 per 
cent a year after a period of 
exceptional profitability in 
what is typically a cyclical 
market 

Unable to tnrruay rates, 
companies are using prm*tn 
capital to gain market share, 
sacrificing underwriting 
margins. Fierce competition 
and sluggish revenue growth 
- as much as any belief in 
the dang er of future capital 
inadequacy - have precipi- 
tated takeovers. 

And so the pace of consoli- 
dation has been accelerating. 
Zurich-based Swiss Re 
bought Life He of the US for 
*L8bn in July this year. 

Just weeks earlier. GE 
Capital, the financial ser- 
vices arm of General Elec- 
tric, acquired Kemper Re for 
SSOOm. 

Bermuda-based Ace 
bought Cat limited, a prop- 
erty and catastrophe rein- 


surer, in March tor |7Um. 
As reinsurers seek to 
broaden their portfolios of 
business, diversification is 
leading to expansion over- 
seas for many. 

Intensifying the pressure 
on rates is a shift away from 
contracts popular in the 
past, dubbed proportional 
treaty business, where a 
reinsurer agreed to under- 
write a share of an insurer’s 
total risk, to ones where it 
underwrites a layer of cover 
above what is retained (non- 
proportional treaty). 

There has also been an 
aggressive comeback by 
Lloyd’s, the London-based 
market rescued from the 
brink of collapse two years 
ago. 

Net written premiums, a 
measure of the inenmo that 
reinsurers retain after 
ceding some of their own lia- 
bilities. fell 3.9 per cent 
worldwide last year and will 
decline by another 5 par cent 
in 1998, says Standard & 
Poor’s. “To generate finan- 
cial returns, you have to put 
capital to use and organic 
growth is not an option," 
says Ed Noonan, president 
and chief executive of Amer- 
ican Re. 

There is evidence that as 
business is concentrated in 
fewer bands - the top five 
companies accounted for 43 
per cent of net written pre- 
miums in 1997 from 36 per 
cent a decade earlier - the 
biggest will bd able to exert 
greater control over terms. 
The top 25 reinsurers man - 
aged to increase premiums 
by 2.7 per cent in 1997. 

However, the reinsurance 
market is also contracting 
because primary insurers 
are able to use strong 
returns from their invest- 
ments in capital markets to 
retain a greater proportion 
of their own risk. 

Moreover, patterns . of 
demand for primary lnsur- 




ance are shifting. Risk man- 
agers at the world’s biggest 
companies are adopting a 
wider-ranging approach to 
juggling liabilities, moving 
away from annual policies 
that protect against separate 
eventualities to packages 
where protection is guaran- 
teed over longer periods and. 
activated by financial trig- 
gers such as interest rate or 
foreign exchange volatility. 

“Clients are focusing mare 
on quarterly earnings fig- 
ures. Interest in financial 
reinsurance is heightening.” 
says Jim Duffy, president 
and chief executive of St 
Paul Re. The US group has 
been involved in derivative 
transactions with power gen- 
erators that smooth the 
effect of varying tempera- 
tures and weather on reve- 
nue, transactions which 
have begun to break down 
the boundaries between rein- 
surance, insurance and 
investment hanking 

“These risks are so broad 
and have such an impact 
that they are not insurable 
in the traditional sense,” 
says Mr Duffy. 

The blurring of reinsur- 
ance with other financial 
services is throwing up 
opportunities »™d threats. 
New products which transfer 
risk to the capital markets 
are gaining wider recogni- 
tion. A flurry of deals in 
recent numth-q that securit- 
ised hurricane and typhoon 
risks in this way has bol- 
stered support for catastro- 
phe bonds as an efficient 
alternative to traditional 
coverage. 

The biggest of these trans- 
actions was the sale by 
USAA, the North American 
residential insurer, of 3450m 
in hurricane-linked securi- 
ties in June. Investors 
receive returns higher than 
those from blue-chip corpo- 
rate bonds, but. the capital 
raised Is used to meet the 
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cost of disaster should one 
strike. 

The cost of such transac- 
tions is still high; traditional 
reinsurance is cheaper and 
can be negotiated more 
quickly. 

The latest acquisitions 
demonstrate how reinsurers 
are seeking new growth-mar-^ 
kets. Swiss Re’s purchase of 
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Life Re has- taken it into a 
new area Of adminis trative 
reinsurance, a sector which 
buys blocks of business from 
primary life insurers seeking 
to exit the market 
Last month, Employers 
Re. the US reinsurer, 
acquired Medical Protected, 
a specialist professional lia-_ 
'hi&ty insurer fbr'the medical' 


profession. Demand for a 
wide range of long-term life 
and health products is expec- 
ted to accelerate as popula- 
tions in developed economies 
age, and state provision 
diminishes. “The opportuni- 
ties in healthcare will be 
enormous,” says Kaj Ahl- 
mann, president and chief, 
executive of Employers Re. 
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JAPAN • by Claire Preston 

EASTHW EUROPE * by Trevor Patch 



New patterns start to emerge 


Alternative forms 
of catastrophe 
reinsurance are 
replacing the 
traditional treaty 






Ceres keen to 
redress balance 


$ t 0 .L. 




Liberalisation in Japan’s 
primary market has set off 
something of a revolution in 
its reinsurance patterns, par- 
ticularly in the long-sup- 
pressed area of industrial 
earthquake insurance. 

The quest for competitive 
advantage is now the pri- 
mary motive behind Japa- 
nese insurers' activities, 
which has persuaded them 
to abandon their tradition of 
Imposing strict controls on 
industrial earthquake capac- 
ity in favour of openly solic- 
iting increased purchases 
from key clients. 

For a while budgeting con- 
straints seemed to be dis- 
suading Japanese companies 
from taking up tbe offer to 
buy more earthquake cover 
but the last few months have 
seen utility companies in 
particular expand their 
insurance, as primary prices 
fall. 

As a result, there have 
been several large risks 
placed into the international 
reinsurance market which 
individually range in value 
up to the region of USSlhn. 
What marks a stark contrast 
with past practice is that 
these are facultative reinsur- 
ances [of single risks]. 

The established method of 
reinsuring earthquake was 
to parcel it together with tra- 
ditionally lucrative tire risks 
In the form of proportional 
treaties. 

Now that liberalisation is 
expected to erode primary 
fire rates, the support 
offered by the fire side of the 
business has evaporated and 
with it tbe dominance of the 
proportional treaty. The size 
of some of the industrial 
earthquake risks also makes 
facultative reinsurance more 
appropriate. 

AD of this is good news for 
Lloyd's, which is estimated 
to have received about 40 per 
cent of the reinsurance busi- 
ness emanating from this 
summer's new purchases of 
primary’ earthquake protec- 
tion. 

Lloyd’s not only has the 




si n 


Lloyd’s is striving 
to bring more 
business from 
the region to 
London 
















The threat of another natural disaster on the scale of the Kobe earthquake always looms over Japan 


spare facultative capacity 
which continental reinsurers 
may lack hut the single-risk 
nature of the deals means 
they are less driven by rela- 
tionships with clients, in 
which the continentals 
excel, and more by relation- 
ships with brokers. 

"It is clear that as the mar- 
ket liberalises, servicing the 
changing needs of buyers 
will require greater access to 
facultative reinsurances." 
says Geoff Bromley, presi- 
dent and chief executive offi- 
cer of Guy Carpenter Inter- 
national. 

Although Mr Bromley sees 
industrial earthquake as one 
of the most immediate exam- 
ples of this trend, he says 
that liberalisation will reveal 


other unmet needs of clients 
which will also require facul- 
tative solutions. 

But the window of oppor- 
tunity will not stay open 
indefinitely. Increased 
demand will eventually end 
the current soft pricing of 
facultative reinsurance and 
hence its relative attractive- 
ness. 

Mindful of the need for 
varied reinsurance capacity. 
Japanese insurers have also 
been exploring non-tradi- 
tional solutions. 

Three of the country’s four 
top non-life insurers have 
now signed high-profile 
alternative risk transfer 
i Art) deals, involving trans- 
fer of risk to the capital mar- 
kets. The latest of these 


exploratory dips into the 
capital markets was Yasnda 
Fire and Marine’s SSQm 
catastrophe bond in May. 

This differed from the pre- 
ceding two Japanese Art 
deals, in that it covered 
typhoon rather than earth- 
quake risk and involved the 
combination of Munich Re 
and Aon Capital Markets. 
Munich Re’s arch rival Swiss 
Re had organised the previ- 
ous two deals - Tokio 
Marine and Fire's SlOOm 
catastrophe bond and Mitsui 
Marine and Fire's S3Qm swap 
- through its own dedicated 
unit Swiss Re Capital Mar- 
kets. itself part of Swiss Re 
New Markets. 

More Art deals are- widely 
expected to follow. “There is 


no question that there is a 
high level of interest We 
have talked to a n umb er of 
Japanese insurers," says 
Dennis Kuzak. vice-president 
of Eqecat Inc, which pro- 
vided risk analysis for the 
Tokio and Mitsui deals. 

Japan's capital-hungry life 
insurers might also be con- 
sidered candidates for ART, 
but their relative conserva- 
tism is thought to be holding 
them back. 

“So Tar there have been no 
dear replies to our proposals 
in this area," says Norbert 
Brebock. a Munich Re 
executive responsible for 
Asia. 

Chart Presun is mutter of the Finan- 
cial Tones management report Japa- 
nese Insurance: The Impact of Dtregu- 


nese Insurance : 
laricn 


“In central and eastern 
Europe - as well as else- 
where - the London Market 
has never succeeded in using 
the leverage that it had in its 
30 per cent share of the 
marine market to obtain tbe 
non-marine business it 
would like, and could have.” 
says David Wansbrough- 
Jones. managing director of 
Central & Eastern European 
Reinsurance Services Ltd 
(Ceres). 

Ceres is a unique venture 
at Lloyd’s wbicb began 
operations in 1997. and is 
dedicated solely to business 
trom the 27 countries of the 
region. Wholly owned by AE 
Grant (Underwriting Agen- 
cies), Ceres's capacity is pro- 
vided by a consortium (num- 
ber 9089) of four Lloyd’s 
syndicates. Grant 991 pro- 
vides half the capacity, with 
the remainder split between 
Denham 990. Mumford 1141 
and Denby 609. 

A typical syndicate at 
Lloyd's has difficulty in 
developing brand loyalty - 
hence. 9089 has unusually 
given itself a name - 
because it is writing only 
two or three of the lines the 
cedant [the client seeking 
reinsurance] wants, and Mr 
Wansbrough-Jones identifies 
this as one of the major fac- 
tors which has prevented the 
London market from capital- 
ising on its existing base, as 
well as exploiting the active 
desire by many insurers 
from the region to place 
their business in London, 
not least because of the 
long-standing relationships. 

Marine, aviation and 
transport (Mat) insurance 
represents about a third of 
the London market's pre- 
mium base. For the UK mar- 
ket. the proportion is about 
10 per cent, but for global 
insurance as a whole, only 2 
per cent. 

In 1990. Ceres estimates. 


reinsurance premium ceded 

from central and eastern 
Europe totalled about 
US$350m (£220Xh). of which 
about two-fifths was non-ma- 
rine business. The London 
market’s share of the total 
was close to half. 

By 1996. the total reinsur- 
ance premium volume from 
the region had more than tri- 
pled to over S1.2Sbn. but 
non-marine represented 
almost 90 per cent of the 
total while the volume of 
marine premium bad 
declined in absolute terms 
by a third. 

The London market's 
share of the total was about 
II per cent By 2002. Ceres 
estimates reinsurance 
demand from the region will 
double again from tbe 1996 
figure. It was founded to 
bring back to London some 
of that growth, of which 
European reinsurers have 
often been tbe beneficiaries. 

There will be an increas- 
ing need for reinsurance as a 
capital substitute as local 
primary insurance markets 
continue to grow. A number 
of factors will contribute to 
this, including the introduc- 
tion (or demonopolisation) of 
motor liability insurance, 
the expansion of the Green 
Card international motor 
insurance network to the 
countries of the former 
Soviet Union, and further 
privatisation and foreign 
investment. This creates a 
demand for new forms of 
cover, particularly liability 
classes, and a continuing 
shift to insurance on a 
replacement value basis 
rather than the book value 
basis formerly employed. 

Tbe consortium approach 
enables Ceres to offer all 
lines of insurance to its 
cedants. Ceres can also write 
direct as many continental 
European reinsurers do. if 
the customer or accredited 
broker wishes. 

Mr Wansbrough-Jones sees 
dealing through brokers as 
extremely valuable in adding 
extra knowledge, to the 
advantage of both reinsurer 
and cedant. "This is essen- 
tial in developing markets," 


he says, quoting theroJ£ 
adage “four-ayes, o*»ifclpV; 

To regard centralafi^^t 
em Europe as a pfep|bai? T 
ket ready to bo plcked ls* 
however, a mistake, ..fit his' 
view. The region represents 
only about L5 per cent of 
world non-tife reinsurance 
volume, in an environment 
which provides frequent 
reminders of potential insta- 
bility. In the region's insur- 
ance markets, supervision is 
often still too hesitant.. Mr 
Wansbrough-Jones believes, 
citing in particular a fre- 
quent reliance on minimum 
capital requirements rather 
than solvency control. This 
“stimulates the writing of 
rubbish to justify use of capi- 
tal." he says. He identifies 
the use of dumping rates .jp 
the region by multinational 
primary insurers as an : 
important externally created ' 
negative influence. 

Factors such as these 
make an understanding of 
local conditions essential. 
This is facilitated by 
long-term relationships with 
clients. Mr Wansbrough- 
Jones* own involvement 
with the region goes hack 
over 20 years, but in the 
London market that is not 
unique. 

The foundation of the rela- 
tionships established by Lon- 
don reinsurers and brokera 
with those who are now naK 
ning the insurance compa- 
nies in the regions, and wifi- 
do so in future, has often- 
been laid by personal con- 
tacts made through support 
schemes. 

He therefore regrets, in 
particular, the apparent 
demise of the highly success- 
ful Chancellor's Scheme for 
training financial sector stu- 
dents from the region. Ceres' 
own c ommitme nt to training 
and provision of other tech- 
nical support extends to a 
joint venture with Chelms- 
ford -based Eurobase to sup- 
ply insurance IT products to 
its clients, if required. 

The Ceres model is one 
which might be adopted for 
other regions, such as Afri- 
can/ Arab markets or Latin 
America. 
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THE GERMAN MARKET • by Herbert Fromme 
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Squeezed margins 
are pushing 
reinsurers into 
bolstering their 
body weight 
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You’ll be there if your non-life depends on it 


FT Finance's World Insurance Report looks 
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around the world 
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FT World Insurance Report We can deliver it to 
your desk every fortnight Its 24 pages are 
packed with the latest news and it has the 
strength of analysts you expect from FT Finance. 


• Marine, Aviation and Transport — international 
news coverage every fortnight 


• Lloyd's — the only place for truly objective Lloyd's 
coverage, now in two sections 


1 Corporate Report — companies in the news 
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“It is difficult to predict 
what will happen and when 
it will happen - but the pres- 
ent state of affairs cannot 
last much longer." That is 
the opinion shared by most 
reinsurers active in the con- 
tinental European market 

For the part three years, 
reinsurance rates have 
plummeted, along with 
prices for primary insurance. 
But as companies have suf- 
fered fewer losses, especially 
fewer large losses, most have 
managed to show reasonable 
or even good underwriting 
results, despite the price fall 
With investment income 
flourishing due to the boom- 
ing stock markets, most 
reinsurers produced record 
bottom line results - quite 
in tune with the concept of 
enhanced shareholder value, 
newly discovered by insurers 
and reinsurers. 

Prices have been too low 
for at least two years now. 
Peter LQtke-Bornefeld. chief 
executive of Cologne Re. 
believes that “prices are not 
adequate by a long way. if 
you look at it from an under- 
writing year. This is espe- 
cially true as some reinsur- 
ers are prepared to include 
more risks in the old policy 
at the same or lower prices," 
he says. “At Cologne Re. we 
are comparatively restrictive 
in this field, especially on 
conditions that in the long 
run are unacceptable.” 

On the loss side, things are 
beginning to change. Large 
losses are starting to re- 
emerge - especially In Indus- 
trial fire. German fire insur- 
ers recorded 122 loss events 
each costing DMlxzt or more 
in the first half of 1998. This 
is only four more than in the 
i first half of 1997 hut the 
value of the loss shot up by 
DM393m to DM979m - and 
this was before the DMlSOm 
worth of damage done in the 
Springer printing plant fire 
and the DM130m loss at the 
Schmalbach-Lubeca packag- 
ing plant, both of them in 
July. 

While losses mount, prices 
fall further. Insurers expect 
a decline in industrial fire 
premiums by 20 per cent to 
DM2.7bn for 1998, on top of a 
15 per cent drop in 1996 and 


a 6 per cent fall in 1S95. 
Reinsurers not only suffer in 
1 ine with these vol urn e 
reductions, but also they 
have to live with the fact 
that the newly created, 
larger insurance groupings 
require less reinsurance. 
Reinsurance capacity is 
there in ahundance. “Too 
many companies are chasing 
a declining volume," says 
one executive. 

In motor, the popularity of 
rebates among primary com- 
panies following liberalisa- 
tion is also beginning to hit 
their reinsurers, who for 
years made excellent profits 
with German motor reinsur- 
ance. True, German account- 
ing rules are generous and 
give ample opportunity to 
build up large reserves (tax- 
free) during the good times. 
But this way of working can- 
not be the answer, reinsur- 
ers feel. 

Yet there is still no change 
in the price trend. “The 
decline both in industrial 
fire and in motor is not just 
a normal phase in the cycle," 
says Bernhard Fink, chief 
executive of ERC Frankona 
in Munich. “This is the 
result of deep changes, away 
from a structured market to 
a far more competitive situa- 
tion." There are risks which 
had worsening losses and 
still got “absurd rate reduc- 
tions,” says Mr Fink. “What 
we get- from our main 
cedants in industrial fire is 
really shattering." The 
development is not confined 
to Germany, “but here it 
takes its most excessive 
form”. 

Mr LUtke-Bornefeld also 
has few illusions about the 
short-term future. “There 
are no clear signs that the 
market is taking seriously 
tbe lessons we all learned," 
he says. "Everyone is warn- 
ing that things cannot go on, 
yet we all continue trying 
not to lose customers." 

Mr Ltitke-Bornefeid 
insists, though, that he 
detects more understanding 
from customers. “They look 
into the future and know 
that the soft market cannot 
go on indefinitely. They 
want stable reinsurance rela- 
tions in a hardening market, 
too.” Mr Fink similarly sees 
a trend towards more three- 
year contracts. “This shows 
that customers believe the 
m a r ke t has bottomed out." 

In a declining market, 
reinsurers trying to keep 
their volume have little cho- 
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Even the biggest in the world are beefing themselves up 


ice but to buy other reinsur- 
ers' reinsurance portfolios. 
This is the basic key to most 
of tbe recent deals: in July. 
Swiss Re bought Life Re and 
Gerling Global Re acquired 
Constitution Re, both active 
in US niche markets. In 
August Hannover Re 
acquired US programme 
insurance specialist Claren- 
don, while still digesting the 
reinsurance portfolio of 
Sbandia. Cologne Re 
acquired 27 per cent of 
Gothaer Re. Munich Re 
bought Reale Re of Italy. 

’’But these deals cannot be 
compared with the mega- 
deals of the mid-nineties, 
when Employers Re bought 
Frankona and Aachen Re. 
and General Re acquired 
Cologne Re." says Mr Fink. 
“Today, you check very thor- 
oughly what possibilities 
you have to complement 
your existing operation, both 
in reinsurance and in the 
service activities that can be 
organised around if 

Mr Fink's ultimate parent 
GE Capital is well-versed in 
such takeover exercises. 
ERC Frankona and its par- 
ent are on the lookout, but 
so are others. Market leader 
Munich Re has just asked 
shareholders for DM3-3bn of 
fresh money which it will 
certainly employ gainfully. 
Hannover Re's chairman 
Wilhelm Zeller announced 


that his company would Wm 
to acquire a suitable rein- 
surer, preferably in the US. 
And Cologne Re. part of the 
General Re group, must feel 
even more secure with War- 
ren Buffett as ultimate par- 
ent after his $22bn takeover 
of General Re. 

But Mr Ltltke-Bomefeld 
calms talk of further aggres- 
sion: “We are certainly not 
out to win premium volume 
on conditions that maki» no 
business sense." He adds: 
“We .will also not accept 
risks which carry low prices 
in relation to their volatility, 
and we will not buy reinsur- 
ance portfolios or volumes at 
any price." 

The Buffett deal is none- 
theless being watched with 
some apprehension by other 
reinsurers. They are weD 
aware of General Re's key 
motives In seeking the deal 
with the giant investor - 
General Re will no longer be 
directly listed on the stock 
exchange, and thus no lon- 
ger subject to the volatilities 
of the quarterly reporting 
cycle. This removes what its 
managers believe was a seri- 
ous disadvantage in compet- 
ing against Munich Re and 
Swiss Re. The General Rejf 
Cologne Re group is one 
reinsurer that seems deter 1 
mined not to leave the two 
market leaders alone in theiii 
top positions. 
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SECURITISATION » by Lee Coppack 


Capital markets 
set to take on 
bigger role 


New forms of 
catastrophe 
finance are being 
used to spread 
risks 

Jacques Blondeau. the 
chairman and chief execu- 
tive of French reinsurer 
SCOR. is a strong believer in 
catastrophe bonds. Says Mr 
Blondeau: “For a normal 
reinsurer to build up a huge 
fund of capital waiting for 
the big one does not mafce 
sense from an economic or 
financial perspective, since it 
would depress the return on 
equity. I think for this sort 
of activity, the capital mar- 
kets will take over." 

The reluctance of reinsur- 
ers to carry peak risks is one 
of the main forces driving 
the development of the mar- 
ket for alternative forms of 
catastrophe finance. From 
the perspective of the world- 
wide insurance and reinsur- 
ance industry, there is an 
awareness of the imbalance 
between the supply of capi- 
tal that can be raised and 
serviced and the potential 
exposure for catastrophe 
losses in the developed 
world alone, without even 
taking into account future 
demand from developing 
countries. 

Favouring stronger capital 
market involvement is a 
demand for highly rated 
investments as the issue of 
sovereign debt from indus- 
trial countries declines and 
as a way of securing better 
performance than can be 
obtained from low-yielding 
government bonds. Catastro- 
phe bond issues, such as the 
1998 bond for Texas-based 
USAA, are still being priced 
at more than 400 basis points 
over three-month Libor. 

Normally, after a large 
catastrophe, rates rise. Rein- 
surers can raise more capital 
to take advantage of the 


higher rates. Prices soon 
begin to flatten, however, as 
a function of increased sup- 
ply of capital The problem, 
as the Bermuda property/ca- 
tastrophe companies have 
found even in a zero tax 
environment, is not raising 
the capital but servicing it 

when the rates slide down. 

The Catastrophe Price 
Index calculated by Paragon 
Reinsurance Risk Manage- 
ment Services Inc calculates 
relative US property/catas- 
tropbe prices from a sample 
of approximately 300 compa- 
nies representing almost 
1,000 treaties, and approxi- 
mately 42 per cent of esti- 
mated Industry premium. It 
started at l.00 on January l 
in 1984 and foil to 0.93 by 
January 1 1969. Rates were 
already moving upwards 
when Hurricane Andrew 
occurred in September 1992. 
The index rose 60.2 per cent 
on the January 1 1993 renew- 
als and peaked two years 
later at 2.47 following the 
Northridge earthquake. It 
has fallen steadily since and 
was down to 1.67 for renew- 
als from January 1 1998. 

Two points emerge. 
Although these three catas- 
trophes alone resulted in 
insured losses of around 
$34.4bn, according to Swiss 
Re's Sigma report, competi- 
tion began pushing rates 
down from January l 1994. 
At the same time rates 
remain materially above pre- 
Andrew levels, which sug- 
gests that reinsurers are 
comparatively conservative 
about the amount of capital 
they are prepared to commit 
to US catastrophe risks. 

The demand for securit- 
ised' catastrophe protection 
could be extensive because 
without even considering 
the potential loss from a 
Tokyo earthquake or a wind 
storm striking the length the 
US Atlantic coast, there is 
already a substantial gap 
between insured and eco- 


nomic loss in catastrophes. 

Munich Re estimates that 

in 1996 and 1997 insured 
losses were only 15 per cent 
of the total Insurance den- 
sity is the key. Insurance 
density and insured values 
are very high in the US. The 
Kobe earthquake in Japan in 
January 1995 killed about 
6,000 people and resulted in 
insured losses of $2.6bn. in 
1996 price terms, but Munich 
Re estimates uninsured eco- 
nomic losses at about $97bn. 

The growing world popula- 
tion and intensifying urbani- 
sation do not just lead to an 
increase in insured expo- 
sures but can actually 
change the nature of risk. 
Urban centres are attractive 
targets for terrorists because 
of the impact they can have. 
The combination of popula- 
tions under pressure in cities 
with valuable property is a 
volatile one; race riots in Los 
Angeles in 1992 figure 
among the 40 mostly costly 
loss events since 1970. The 
increased heat and exhaust 
gases associated with urban- 
isation and geological 
chang es resulting from large 
building works can also 
affect risk. As Munich Re 
points out: “Big cities create 
their own climate, a problem 
that will be intensified by 
global climate change." 

It also points out that 
more than 15 per cent of all 
insurance payments were for 
insurance of the person - 
life, health and personal 
accident In terms of fatali- 
ties, the greatest deaths 
occurred in earthquakes and 
cyclones, but the list also 
includes three man-made 
disasters in India: a dam- 
burst in 1979 when 15,000 
people died; the Bhopal 
chemical plant malfunction 
which resulted in 3,000 
deaths and much disability 
which was not recorded; and 
a railway accident at Bihar 
in 1981 when about 2,500 
people died. 


INTERVIEW 


Dr Haris-Jurgen Schinzler 


Alert for new opportunities 

Dr Hans- Jurgen Schinzler, chairman of Munich Re, has protected the quiet giant reputation 
that the group has always had, but has nonetheless changed the world’s number one reinsurer 
dramatically during his five-year tenure. Key events have been the takeover of American Re and 
the creation of Ergo, Germany’s second-largest primary insurer. By Herbert Fromme 


Question The reinsurance 
market, including Munich 
Re. is suffering from sharply 
reduced prices. Yet, profits 
are up. How long is this 
situation going to last? 
Answer We have been 
lucky. Just as there are 
years with exceptionally 
high insured and reinsured 
losses, for example 1969 to 
1992, we have had the 
opposite extreme for the last 
two years - extraordinarily 
few large lasses. Premium 
levels are really awful in 
many sectors, but results 
are not yet showing that 
Q What needs to happen to 
change the downward 
trend? Do reinsurers pray 
for catastrophes? 

A We are glad for every 
year that passes without 
large loss events, but it is 
an illusion to believe that 
they will no longer happen. 
The market will certainly 
not go up without a 
worsening of results, for 
example due to catastrophes 
or to adverse trends in 
capital markets. However, I 
don't see that at the 
moment Even the Asian 
crisis is having no dramatic 
consequences for reinsurers. 
It is affecting volumes and 
results, but not seriously. 

Q You have asked your 
shareholders, through 
capital measures, for 
DM&Sbn. What will you buy 
with this war chest? 

A We are not at war. 

Munich Re has always been 
on excellent terms with 
companies it has taken over. 
It does no harm for a 
reinsurer to have more 
equity. But we also want to 
be more flexible, should we 
see a good opportunity for 
an acquisition, or should 
Ergo do something big in . 
this field and we are asfcpri 
to participate in a rights 
issue with them. 

Q Where might such a good 
opportunity be? 

A I really couldn’t say, 
without starting unfounded 



Dr ScMnzier's subtle strength has achieved much in live years at the helm of Munich Re 


rumours. We have looked at 
numerous companies over 
time. There are also certain 
regions we find attractive - 
take Latin America, Asia or 
eastern Europe, although 
possibilities are limited 
there. We are looking for a 
solid, well structured 
company, which fits well 
into our existing operation. 
We also imagine that Ergo 
will expand in Europe, once 
it has digested the merger 
in Germany. Ergo is already 
the largest European group 
in private health and legal 
expenses. 

Q Are you seeking a New 
York listing? 

A We have no plans for that 
at the moment. But through 
the measures we have tak en 
and will take, we wtQ be In 
a position to be present in 
New York or on other stock 
BTchflngRg once we think 
that useful. We don’t know 
what the euro will bring; it 


might make sense to be 
listed in Paris or London. 

Q Don’t you fear the 
“short- termlsm " New York 
would involve, for example 
the quarterly reports? 

A This is really a problem. 
As a reinsurer you have 
difficulties getting the 
necessary data in time. 
Secondly, it can’t be right 
that in this hi g hl y volatile 
business you are judged by 
one quarter, in which you 
might be hit by a big loss, 
while the year as a whole is 
good. General Re was the 
last large listed reinsurer - 
until it was acquired by 
Warren Buffett. They have 
always shown a very even 
combined ratio, which can 
only be achieved with 
retrocession and other- 
equalisation instruments - 
but you don't get those for 
free. 

Q Yon recently securitised a 
risk involving Japanese 


storm cover for the first 
time. Will this be expanded 
in fixture? 

A We are accompanying our 
customers and providing 
our expertise, in case 
for our Japanese customer 
Yasuda. There is certainly 
enoug h capacity in 
traditional reinsurance. But 
people like to test other 
ways including 
securitisation, to prepare for 
a situation when capacity 
might be tight again. At the 
moment, the capital 
markets are comparatively 
expensive - up to four times 
what you pay for traditional 
reinsurance. Transaction 
costs are also higher, and - - 
the deals are very 
complicated. 

Q Do you need a bank, to 
foster this business? Swiss 
Re has its links with Credit 
Suisse. 

A We have opted for a 
different approach. It is 


attractive for banks if they 
can call on Munich Re case 
by case; for us it makes 
sense if we can deride on a 
similar basis. 

Q You have just decided to 
pool asset management in 
the group in one company, 
led by Ergo. Do you see 
other ways of co-operating 
closely - for example in 
industrial business, when 
you need an insurer to front 
business that you do 
directly with a large 
industrial company? 

A Joint asset management 
makes a lot of sense. A 
company manag in g more 
than DM200bo can easily 
employ a more profiled 
investment team than each 
of the group members. As 
for as other synergies are 
concerned, we really haven't 
thought of that. 


Q Your closest competitor 
Swiss Re is doing business 
directly with large 
industrial companies. You 
have been more puritan on 
this subject, arguing that 
you only work through your 
customers, the primary 
insurers. Is that resolve 
waning? 

A We have been in contact 
with captive insures - and 
thus with industry - for 
decades, they are not a new 
invention. But we are 
neither very offensive nor 
spectacular in our efforts. 
We are giving precedence to 
our traditional business, 
trying not to compete with 
our customers. But the 
world is changing, and so 
are we. With American Re 
we have a group member 
that has a lot of experience 
in this field in its home 
market We are currently 
defining OUT profile In thi s 
sector, together with 
American Re. We are not 
going to copy Swiss Re's 
strategy, but we can adapt 
to the the needs of the 
market 


CATASTROPHE MODELLING • by Chris Lewis 


Out goes the crystal ball 


The mathematics 
of chance are 
gaining converts, 
but gut feeling 
still counts 

Catastrophe modelling - a 
combination of science, sta- 
tistics and finance - is pro- 
pelling insurance out of the 
crystal ban era and into the 
age of the computer chip, 
replacing guesswork with 
probability and enabli n g bet- 
ter, use of capital. 

“The maths of chance are 
becoming more refined and, 
for any particular event the 
mathematical variations are 
going to be much dearer." 
says Rowan Douglas, manag- 
ing director of WIRE, the 
risk information company. 

As well as enhancing 
underwriting techniques, 
catastrophe modelling has 
opened a Pandora's, box 
which could have for-reach- 
ing consequences. “Insur- 
ance and reinsurance are 
beginning to grow up and 
become more sophisticated. 
This has real implications 
for the market." says Mr 
Douglas. 

in essence, modelling 
allows insurers to quantify 
catastrophe risk more accu- 
rately. It sprang from a 
series of disasters in the late 
1980s and early 1990s - 
including Hurricanes 
Andrew and Hugo in the US, 
Typhoon Mireille in Japan 
and a clutch of European 
wind storms - which sent 
shock waves through the 
industry and wiped out sev- 
eral insurers. 

“At that point it became 
important for insurer s to 
demonstrate that they were 
in control of their portfolios 
by showing they had access 
to data about risks they 
were insuring." says Andrew 
Mitchell of Benfieid Greig, 
the broker. 

Catastrophe modelling 
now employs some 1.000 
people and draws on the 
expertise of many more in 
academia. Hie main players 
are Applied Insurance 
Research. RMS and Eqecat. 
in addition to which several 
reinsurers and brokers also 
have in-house teams. 

Previously underwriters 
bad relied largely on their 
own loss experience and on 
their knowledge of historic 
losses. "But that is not a 
guide to the future. It's hap- 
pened and won't happen 



The Soho satsffte uses sun shower analysis to look at catastrophe risks 


again. Cat models can pro- 
vide a probabilistic assess- 
ment of fttfure loss' potential 
rather than simply a sum- 
mary or extrapolation of 
what’s happened in the 
past," says Mr Mitchell 

Using modelling, under- 
writers can run thousands of 
“what if scenarios through 
powerful computers, gauging 
the potential impact of hurri- 
canes; . earthquakes and 
other catastrophes on their 
portfolio.' 

"Most insurers these days 
are using some kind of mod- 
elling. We use AIR’s Cat Map 
model It runs about 75,000 
events ft gafriftt. an ything you 
put in,” says Mark Rayner, 
US catastrophe treaty under- 
writer at . DP .Mann. 

Underwriters use the 
results to help with pricing, 
portfolio rspread and capital 
allocation decisions. “We're 
not looking for the right 
answer oufrof the model nec- 
essarily, but it gives us a 
good feel for each account. 
Themodel also tells us bow 
mudx money we need to sup- 
port the portfoUo'of business 
aortas the- whole book rather 
than -oh an individual 
account basis," says Rayner, 


Catastrophe modelling 
also opens up new possibili- 
ties, both in product develop- 
ment and the field of alterna- 
tive risk transfer. Benfieid 
Greig sees opportunities for 
policies covering hazards 
such as dry rot, wet rot and 
rising damp, which have 
hitherto been hard to quan- 
tify. 

Mr Douglas believes catas- 
trophe modelling is bound 
up with the potential for 
alternative risk transfer. “At 
the broadest level reinsur- 
ance and investment bank- 
ing are merging because it’s 
all essentially balance sheet 
management With the data 
the insurance market has 
begun to collect, allied with 
modelling occurring in other 
industries and academia, 
you are getting the fuel 
together to be able to calcu- 
late the price of risk.” 

Catastrophe modelling 
also has implications for the 
contentious issue of real- 
time trading in risk, for 
example buying and selling 
cover as an Atlantic hurri- 
cane builds off the US coast. 
"If an insurer has a particu- 
lar exposure in Atlanta. 
Georgia, he can wait until a 


hurricane looks like It's 
going to hit before spending 
a lot of money on reinsur- 
ance programmes," says Mr 
Douglas. 

Others are more cautious. 
Mr Mitchell believes that 
approach may be relevant to 
broader time-scales, such as 
switching capacity over sev- 
eral months in the wake of 
El Niflo developments. Mr 
Rayner says, short-term trad- 
ing clashes with the present 
pricing structure of insur- 
ance. “You have to sell the 
prices that we’re getting 
over time to sustain the big 
losses, if we’re only going to 
sell when the wind begins to 
blow, we're never going to 
get a big enough attainable 
rate spread to cover the 
book." 

One thing catastrophe 
modellers cannot predict is 
their own future. Tins new 
tool will take time to master 
and in the process new appli- 
cations will arise and exist- 
ing ones will be refined. 
-The models are still very 
much in their infancy. You 
can't plunge into this new 
area and expect to reach 
maturity within five years," 
says Mr Mitchell 


“Structuring complex 
reinsurance 
programs today 
demands superior 
financial strength 
and technical 
expertise.. In Latin 
America's constantly 
evolving markets, 
clients also require 
new ways of 
thinking about risk 
management as 
well as the promise 
of long-term 
commitment. Our 
decades of collective 
experience in the 
region gives us a 
unique view of 
what dients need. 
Our perspective is 
among the most 
valuable services we 
provide* 

Richard Meyer, 
Chairman and Chief 
Executive Officer 
Latin American Re 1 " 
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LIFE REINSURANCE* by Patrick Jenkins 


Move to balance catastrophe portfolios 
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Reinsurers are 
intent on 
boosting their life 
and health 
business 

Life reinsurance is the 
antithesis of catastrophe 
reinsurance. It is as predict- 
able as catastrophe business 
is unpredictable. Because of 
this variance, traditional 
property/casualty reinsurers, 
many with high catastrophe 
exposures, are moving into 
Ufe business. They want to 
balance the low frequency/ 
high severity business of 
catastrophe cover with the 
steady asset-liability profile 
of life reinsurance. The 
extreme example of this - a 
Bermudian cat reinsurer 
buying a life reinsurer - has 
yet to happen. 

Swiss Re has been the 
most active investor in life 
and health reinsurance 
risks. In August 1996, it 
acquired Mercantile & Gen- 
eral Reinsurance, the last 
British reinsurer, for $2bn. 
M&Gr Re was soon stripped 
of its unattractive non-life 
business - the US subsidiary 
was sold to Toa Fire & 
Marine barely a year later 
for S200m - to enable Swiss 
Re to build its life book 
quickly and easily. 

In December 1996, Swiss 
Re swept aside the competi- 
tion to make the relatively 
small acquisition, for little 
more than $300m. of Italian 
life reinsurance specialist 
Unlone Italians di Rlassicur- 
azione (Uniorias). In July 
this year, the trail was con- 
tinued with the SIBbn pur- 
chase of Life Re Corporation 
of the US. 

Swiss Re now controls 
around 20 per cent of the 
world life reinsurance mar- 
ket, including nearly 50 per 
cent of the UK market. It is 
only really in Germany and 
France that Swiss Re feels 
underweight. But John 
Coomber. divisional chief 
executive of Swiss Re Life & 
Health, denies there is an 
urgent need to make local 
acquisitions. 

Other reinsurers are simi- 
larly intent on boosting their 
life and health business. 
Hannover Re was the com- 
pany that Swiss Re beat off 
to take control of Uniorias. 
The other top names, from 
Munich Re to the US quintet 
of General & Cologne Re, 
Lincoln National, Transa- 
merica, Employers Re and 

Top 10 Bfe reinsurers 

By 1996 praroHmr 

Swiss Re 
Munich RB 

General & Cologne Re 
Lincoln National Life Re 

Transamertca Ufa 
Enptoyara Re 

RGARe 
Hannover Re 

Getting Koraam 
Manilla 

- Modes protected taptt {MSOmj of m to acqt 
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RGA, all have si gnifican t 
market share (see table). 

The increased interest in 
the life and health market is 
one of the most extreme, yet 
subtle, changes in the rein- 
surance field since Bermuda 
developed as a catastrophe 
reinsurance location. 

The most obvious attrac- 
tion aside from the funda- 
mental chance to balance 
exposures is the volume of 
business that will be 
spawned by welfare reform 
across the developed world. 
Critics of the traditional life 
reinsurer would also argue 
that a third motivation is 
simply the money that can 
be made In this market. 
When one reinsurer holds as 
large a share as Swiss Re, 
the competitive pressure on 
margins is relatively slight 

However, this plump cush- 
ion could well be pulled 
away if the new forces In the 
market gain strength. Life 
reinsurers have tended to do 
their business direct with 
the primary life companies, 
without using a broker as is 
normal In the non-life mar- 
ket. Primaries have felt 
happy with this. After years 
of face-to-face deals with a 
trusted reinsurer, an insured 
considers that it is getting 
special bargain treatment 
Some brokers are trying to 
shake up this perception, 
and a couple of small-scale 
deals have been done in the 
UK over the past year, in 
which a big broker has 
assembled a pool of reinsur- 
ers to undercut the expected 
price of a direct deal 
between primary and rein- 
surer. 

Doubts about adding an 
intermediary to the process 
could nevertheless slow the 
development of this kind of 
deal. It is certainly not 
receiving the kind of atten- 
tion being paid to life bonds, 
which also have a parallel in 
catastrophe business. 

Swiss Re is the obvious 
candidate to launch a Ufe 
bond. It dominates the tradi- 
tional life reinsurance mar- 
ket, and has a sister, Swiss 
Re New Markets, that speci- 
alises in structuring alterna- 
tive arrangements. So far, 
the group has been inactive, 
although Mr Coomber 
admits he has ambitions In 
this area. In particular, be 
may be hatching a plan to 
take advantage of the weak- 
ness of the Japanese life sec- 
tor. If be can persuade con- 
servative Japanese 
managers to abandon their 



Deal may be 
a leader 



Co-operation rather than cannibalism will be the secret of success In advancing the culture of alternative Bfe rein suran ce 


distrust of financial life rein- 
surance. a securitised deal 
between Swiss Re and one of 
the more secure Japanese 
life companies could soon 
materialise. 

So far only two fully 
fledged operations have been 
completed. In April this 
year, Hannover Re made big 
play of being the first com- 
pany to securitise life busi- 
ness. It bought a security to 
help offset new life business 
"acquisition costs" - princi- 
pally expensive broker com- 
mission - which cannot be 
amortised under German 
law but must instead be 
booked immediately. In prac- 
tice. it was retroceding up to 
DMlOOrn of life contracts to 
Interpolis Re, a reinsurer 
specifically set up by Rabo- 
bank to take the Hannover 
Re business, with the aim of 
passing it on to the capital 
markets. Hence the securitis- 


ation label At the time the 
deal was struck, however, 
only Rabobank was backing 
it. effectively making the 
bank no more than a tradi- 
tional reinsurer. Hannover 
Re admits other backers 
have yet to come forward to 
give it a more genuine secur- 
itisation feel 

Wolf Becke, Hannover’s 
executive director in charge 
of life business, says this 
was just a trial run. He 
expects to make a call for an 
expansion of the programme 
some time next year, and 
stresses there is plenty of 
room for further develop- 
ments. 

Securitising business other 
than the current focus of 
central European life poli- 
cies is the obvious next step, 
but Mr Becke also cites 
opportunities in annuities 
and the future profit stream 
of existing business. 


Attractions of securitisation 

■ Although some say insurance securitisations are still so new 
that they are uncompetitive, Simon Pearson, project manager for 
NPl's deal, says his ‘gut feeling is that it is 1 per cent per annum 
cheaper' than an equivalent financial reinsurance operation. 

■ A deal can be done over a longer period. Reinsurers are loath 
to write a policy for longer than 10 years; the NPI securitisation 
has a 24-year duration. 

■ The instruments are, theoretically at least, tradeable. 

■ In that this kind of deal Is a capital-manipulation tool, mutuals 
will find It of particular appeal, constrained as they are from raising 
capital In other ways. 

■ As long as the bond Is sold to cover life business (as opposed 
to pensions), the interest on the loan win be tax-deductible under 
UK tax law, making the overage cost of capital In the NR deal a 
fairly cheap 5.38 per cent 

■ As with other forms of capital reactivation, such as the more 
normal financial reinsurance option, securitisations free up dead 
assets, which can be subsequently reallocated for Investment 
purposes (perhaps In more risky equities or property) or far 
expansion. 


National Provident 
Institution (NPD made 
headlines in April when it 
announced a £260m life 
business securitisation. 
Relatively little has been 
said about the details of the 
operation. It was structured 
in two parts - the first for 
£i40m, which carries a 7.39 
per cent coupon, will be 
paid off over 14 years; the 
second for £i20m, which 
carries a 7.59 per cent 
coupon, win be paid off 
over 24 years. 

Since the risk profile of a 
life company’s portfolio is 
so stable, at least relative 
to a non-life insurer with 
some catastrophe exposure, 
life reinsurance is always 
more about financial 
juggling than risk transfer. 

Although obliged by 
solvency regulations to 
bold a certain proportion of 
its assets in reserve to 
cover the policies it has 
underwritten and will have 
in force. NPI decided that 
the figure was excessively 
cautious and sought a way 
to free a portion of those 
dead assets. 

Analysis yielded a figure 
of £46Tm as NPTs value in 
force fVIF), the sum which 
was deemed surplus to 
reserving necessity. To 
secure the A-/A3 credit 
ratings from Standard and 
Poor's and Moody's that it 
wanted, NPI chose only to 
securitise S260m, although 
the deal incorporates the 
facility to increase this by a 

further $30xn if investors 
agree. The bond was placed 
via an Irish special purpose 
vehicle to maximise tax 
efficiencies for the 
principal sum and 
investment returns. 

The contractual 
amortisation structure of 
the deal means Investors 
receive a set sum each 
year, provided NPTs 
business and operating 
surplus perform as 
projected. If they do not, 
the pay-back can be 
deferred indefinitely, so 
that under a worst-case 
scenario investors lose 
their principal, although 
there is an emergency 
dip-in fund to safeguard 
against deferral of 
repayment 
David Newby, of SBC 
Warburg, the lead bank on 
the NPI deal, expects to 
announce details of at least 
one other similar operation 
before the end of the year. 
The NPI model will be 
particularly attractive to 
mutuals, because of the 
capital flexLbllity it 
facilitates, and to life 
assurers with a relatively 
small proportion of 
pensions business. This 
puts a range of UK life 
assurers into the frame - 
from the largest mutual. 


Standard Ufe, down but 
also limited liability 
companies, such 03 the 
Prudential. 

NPl’s deal was presented 
as innovative but some 
industry experts believe the 
market will view it In the 
same kind ofllgbt as 
surrounded the Scottish 
Amicable contingent loan 
issue about five years 
earlier. That had the same 
effect or raising capital in 
regulatory accounting 
terms, and buying debt in 
the financial accounts. 
Other surplus relief deals 
have been done since, 
although the NPI deal was 
the first to go to the capital 
markets. 

According to some 
critics, the NPI deal is 
another of the alternatives 
to straightforward 
reinsurance, which have 
previously involved 
financial reinsurance, 
derivatives and contingent 

hanlf Joans. 

Although the NPI deal is 
claimed to be innovative, a 
new breed erf security must 
be liquid to prosper, and 
NPI bonds have been 
barely traded, they argue. 

The future is likely to 
develop along different 
lines, with cooperation 
rather than cannibalism 
likely to be the secret of 
success. Indeed, a number 
of different financial 
disciplines is converging on 
re-insurance as a potential 
new business area, each 
with a distinctive 
contribution to make. 

Reinsurers should 
concentrate, critics say. on 
what they are good at - 
understanding the business 
of risk; analysing and 
projecting the dynamics of 
the business; and, 
ultimately assuming risk. 

Historically, at least, 
reinsurers have not been 
good at lending. This, 
clearly, is where the 
merchant banks can fit in. 

If there is a place for 
brokers. It is, predictably, 
in a mediating role. 

One senior reinsurer 
involved in securitisations 
is convinced that his 
colleagues should stick to 
what they know. ‘‘If I were 
doing the NPI deal. I would 
have the reinsurer take the 
volatility, and then get the 
funding from the capital 
markets." 

This is remarkably 
similar to the structure of a 
brokered deal that went 
through in secret last year. 
That operation saved the 
primary company more 
than 50 per cent of its 
premium stream over the 
next 20 years, thinks 
largely to the reinsurers' 
keenness to get involved in 
this area, even at 
uneconomic prices. 


Dun & Bradstreet 
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Update! 


The Bermuda Insurance Update i" is the official 
journal of the Bermuda insurance industry: Published 
four times a year, the Update has a readership of 
18,000 and is available on the industry’s web site 
lwww.bermuda-insurnrux.org) as weE as in print. 
Either way, the Update is supplied free of charge. 

lb be added to the Update mailing lint pail the 
Bermuda market’s information office on 441-292-982 9 
or fax a request to 441-295-3532. You can also e-mail 
us on fe e dback@bennuda-in$urance.org. 
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LONDON MARKET 


Lloyd’s squeezes harder 
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Christopher 
Adams examines a 
market that is 
shaving margins to 
win business 
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London’s pre-eminence as 
the reinsurance centre of the 
world suffered a hard knock 

when Lloyd’s, the 310-year- 
old society at the heart of 
the market, nearly collapsed 

two years ago. Heavy losses 
from a series of natural 
catastrophes and US envi- 
ronmental liabilities dam- 
aged client confidence and 
London lost market share to 
a new breed of reinsurers in 
other global centres such as 
Bermuda. 

Lloyd's share of worldwide 
non-life premiums was 1.6 
per cent in 1994 and is 
believed to have declined 
since. The market specialises 
in marine hull and cargo lia- 
bility insurance, energy and 
•cvj aviation risks, property, pro- 
fessional liability and motor 
, V-. cover. It has the capacity to 
■ - l£ j [ i write £10.2bn of business, 
-3 ‘ almost half of which Is rein- 
. ^ surance. 

^ The struggle to reclaim 
; " market share may not bear 
~' r . fruit for several years. In the 
short term, at least, it will 
- ** erode margins 

But in a bid to increase 
efficiency and. punch above 
their weight In the interna- 
tional ring, the agents who 
manage Lloyd's underwrite 
I. ing syndicates. have 
\ embarked on an unprecen- 
dented wave of restructur- 
ing: 

; Many are forming links 
with corporate capital to cre- 
ate conventional insurance 
; and reinsurance companies. 

" J The pace of mergers and 
acquisitions reshaping the 
market has been fuelled by 
the huge volumes of excess 

- capita] worldwide. Bermu- 
dian companies, in parti cu- 

- lar, have been using bulging 
•" resources to extend their 
• reach in London. 

Ace bought Charman 
Underwriting, one of the 
most profitable underwriting 
agencies at Lloyd’s, for 


$51 5m in June, a deal which 
gives it control over 9.3 per 
cent 6f the market’s capac- 
ity. Just weeks later, Murray 
Lawrence merged with 
Angerstein. the corporate 
investment vehicle, in a 
£115m transaction. 

“Scale is important in rein- 
surance," says Max Taylor, 
chairman of Lloyd’s. “Mas- 
sive reserves and access to 
capital give you strong secu- 
rity." 

Lloyd's been making 
changes to improve its finan- 


• cial security as part of 
efforts to ensure that past 
problems are not recreated. 

Under legislation to be 
enacted in the next two 
years, overall responsibility 
for the regulation of Lloyd's 
will transfer from self-con- 
trol to the new Financial 
Services Authority. 

The transformation of 
Lloyd's into a business sup- 
ported for the most part by 
corporate capital - only 
about 40 per cent of the busi- 
ness the market writes is 


ILU/Lirma 
merger stalled 


All the world’s top insurers 
have offices in London, 
known collectively as “the 
company market". For 
nearly a year they have 
been working to form the 
International Underwriting 
Association QUA) of London 
by merging two trade 
associations, the 
marine-focused Institute of 
London Underwriters (ILU), 
and the non-marine London 
Internationa] Insurance and 
Reinsurance Market 
Association (Linna). 

The IUA will be the 
world's largest coalition of 
reinsurers, dominating 
London’s reinsurance 
market 

Lima members wrote 
about $5.5bn of the $9.6bn in 
treaty reinsurance which 
came to London in 1996. and 
the ILU $80 0m. Lloyd's 
share was *3.3bn. Members’ 
parent companies are also 
stakeholders in Lloyd's, 
controlling about a 
quarter of its corporate 
capital. 

“The IUA will be 
uncompromisingly 
international," says 
Marie-Louise Rossi, the 
lUA’s chief executive 
designate. 

At present members most 
be licensed In an EU 
country, so many important 
US and Bermudian 


reinsurers cannot join, but 
the blueprint for the IUA 
includes w paiwinn to 
encompass more territories. 

The combination cannot 
proceed until the ELD sorts 
out a liability of £4.7m 
related to its flagship 
building on LeadenhaD 
Street That mess has caused 
repeated postponement of 
the IUA’s creation. Market 
sources say the new 
deadline of the end of this 
month is still unlikely to be 
met 

But i.irma and the ILU say 
their members strongly 
favour the merger, and 
insist it Will go ahead this 
year. 

As London’s reinsurance 
market comes unde- 
increasing compe ti tive 
strain from around the 
world, rationalisation is 
all-important 

“London continues to 
enjoy tremendous respect 
but we must make ourselves 
more efficient, quicker, and 
easier to understand far our 
customers.” says Tim 
Carroll of ERC Frankona, 
chairman designate of the 
IUA. Ironing out the 
technical rucks and 
finalising the merger 
would be a good' 
start 

Adrian Leonard 


now backed by Names - is 
likely to result in the demise 
of the long-standing business 
practice where underwriters 
are obliged to raise fresh 
funds year. Standard & 
Poor's, which began rating 
Lloyd’s financial security 
last year, says this should be 
welcomed. 

“The annual venture is an 
increasing source of com- 
mercial disadvantage and 
there is an overwhelming 
case for continuous capital 
to replace it Long-term 
insurance policies are an 
increasing feature of the 
global marketplace. 
Although such policies are 
written by Lloyd’s, they are 
difficult to administer." 

Lloyd’s comeback has 
been helped by record profit- 
ability three years In a row. 
Under its three-year account- 
ing system, the market in 
May announced profits of 
£lbn for the 1995 underwrit- 
ing year, the result boosted 
by an absence of natural 
catastrophes. But it warned 
that returns had since fallen 
significantly, hurt by intense 
competition. The Institute of 
London Underwriters, one of 
the London market associa- 
tions, estimates that pre- 
mium rates in aviation mar- 
kets, for example, have 
fallen up to 30 per cent this 
year, despite a jump in the 
insurance cost of air crashes, 
which hit near-record levels 
last year. 

Pressure to improve effi- 
ciency will therefore inten- 
sify. Mr Taylor, who suc- 
ceeded Sir David Rowland 
this year as chairman of 
Lloyd's, has pledged to 
reform distribution methods 
and cut costs so that the 
market retains its share of 
worldwide premiums. 
Lloyd's conducts its business 
through brokers, who charge 
fees or commission for their 
services. The market could 
modernise Its approach to 
broking, he says. 

"We also need to develop a 
strategy for administration 
and claims handling. 
Co-operation with the rest of 
the London market is a , 
major opportunity." 


lildin 
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PROFILE 


Equitas 


Away from the unknown 


When Bermuda’s upstart 
insurance companies 
formed in the mid-1960s to 
provide new capacity to 
Insure liability risk, they 
offered the certainty of 
clean, unencumbered 
capital. Claims against old 
insurance business could 
not come back to weaken 
them, so there was no 
potential knock-on effect for 
current policyholders. 

Equitas, the reinsurance 
vehicle set up to take on 
Lloyd's 1992 and prior 
liabilities, did the same 
thing for Lloyd's. The 
world’s oldest insurance 
market is no longer a 
hostage to the fortunes of 
policies written decades 
ago. 

Instead Equitas has 
inherited the uncertainty. 
The purpose-built reinsurer 
has assumed obligations of 
appraxbnately£22bn before 
discounting, although the 
exact and final amount is 
not yet known. Hence an 
audit qualification appears 
in the Equitas accounts. 
Coopers & Lybrand (now 
Price waterhouseCoopers) 
said “there are significant 


uncertainties as to the 
accuracy of the provision 
for claims outstanding 
. . . reinsurers’ share of 
claims . , , and reinsurance 
recoveries". 

However, little by little 
Equitas finance director 
Jane Barker is swapping 
unknowns for certainties. 
The latest such exchange 
came in mid-August, when 
Equitas received what is 
expected to be its final 
payment from Lloyd’s to 
cover the cost of running off 
the market’s old liabilities. 

Under the original 
settlement arrangements for 
the creation of Equitas, 
Lloyd's was to make a 
payment in 2002 of between 
£0 and £l00m. "It was 
effectively an interest rate 
option," says Ms Barker. 
“After aD of the statements 
had been sent to Names 
stating how much they 
owed, interest rates moved 
in favour of Equitas. It was 
agreed that in recognition of 
that, we would take doom 
less." The numbers for the 
Settlement Offer Document 
- the agreement between 
Lloyd’s and Equitas, struck 


lane Barker Es a tough negotiator 


as part of the market's 
Reconstruction and 
Renewal (R&R) recovery ■ 
programme — were • 
calculated, then reduced by 
£100m. “We accepted, with 
the proviso that if interest 
rates did not stay at these 
new rates over the first five 
years, Lloyd's would have to 
make a payment to us, of 
anywhere between zero and 
£100m," she explains. The 
potential default of R&R 
in s talm ent payments by 
brokers was also covered by 
the agreement 

In order to rid itself of 
some uncertainty, Lloyd’s 
approached Equitas and 
asked to settle the debt 
early. “Lloyd’s came to us 
and said ‘we would really 
like to take this contingent 
liability out of our balance 
sheet’ and we said, ’okay, at 
a price*." 

While Ms Barker has 
come under fire from some 
quarters for accepting less 
than £100m, she reminds 
critics that the ultimate 
payment could have been 
nothing. “If you had asked 
both Lloyd’s and Equitas on 
September 4 1996 “is there 
any chance this will pay 
outr, I think both parties 
would have said ‘probably 
not’." 

Instilling certainty, 
Equitas maintains, is 
essential to the ability to 
manage the business in 
each of its three core 
functions: finance , claims , 
and reinsurance recovery. 
Another slice of certainty in 
Equitas’s portfolio of assets 
is about 130 inherited time 
and distance' (T&D) 
insurance policies, financial 
instruments similar to 
bonds, but including an 
element of reinsurance risk 
transfer. T&D policies were 
purchased by almost every 
Lloyd’s syndicate during the 
late 1970s and 1980s, for 
both their tax and cash-flow 
benefits. They are now 
listed in the Equitas 
accounts under the 
"investments" heading as 
“financial reinsurance" The 
policies, worth a discounted 
£1.48bn in the most recent 
audited accounts, are sees 
by Equitas as a very solid 
holding. “I see them as 
being much more akin to 
our financial investments," 
says Ms Barker. "They are a 
guaranteed stream of 
income with no risk other 
than credit risk. They are 
not uncertain." Indeed, 
Equitas need have tittle 
worry over tire credit 


worthiness or the issuer, for 
almost all the time and 
distance policies are 
underwritten by Zurich 
Group through its 
subsidiary Centre Re. The 
latter purchased a 
Bermudian company. 
Pinnacle, which had had the 
lion's share of the Lloyd's 
T&D market Ms Barker 
would settle the T&D 
policies, but like any deal 
led by this tough negotiator, 
the price would have to be 
right 

Equitas H«eR may pass on 
some of its liabilities to the 
alternative risk transfer 
market but is not permitted 
to shift any assets out of its 
coffers without the approval 
of the Financial Services 
Authority. “It is a pretty 
fair restriction, but it does 
limit os a little bit in terms 
of any flight of fancy we 
might have in terms of 
alternative risk tr ansfe r," 

Ms Baker says. She 
concurred that a sale of 
Equitas would be the 
ultimate form of rusk 
transfer, but reaffirmed that 
no approaches have been 
made by potential buyers. 
Shi> cniH that the 

uncertainty in the 
company’s book of business 
- once described as the 
‘garbage heap’ of the 
insurance industry - is sure 
to discourage any serious 
potential buyer. 

However, issuing a bond 
which could, for example, 
protect Equitas against an 
ultimate shortfall in the 
cash needed to meet Us 
liabilities is "technically 
feasible," Ms Barker says. 

“It is not something that we 
are actively considering, but 
it is on our list of things to 
look aL” However, she 
believes the audit 
qualification would make 
the pricing of the bond 
extremely difficult. “Yon 
can’t transfer uncertain ties, 
but you can transfer 
measurable risk. Purchasers 
of bonds would want us to 
move into a more certain 
environment, through data 
qualification, in terms of 
what we’ve got." The 
omnipresent problems will 
stymie a move to the capital 
markets for the near future, 
while Equitas staff continue 

to sort through the 
company’s reams of paper 
records to establish its 
exact position, certainty 
on all fronts remains 
elusive. 

Adrian Leonard 



Lloyd’s is expanding its roach again attar a tough few years of losing business to the competition 


C0& 




. -• Zs£> ■ 
c -v 


propel 

isk Finan< 

claims 

Sessional « • 


m 




Wx-r-im- 

mm. 


Vmsuf? 


•• 




^^S^tened approa/difo 


Royal & SunAlliance is one of the world's 
largest .non-life insurers, with assets 
of over £60bn and a network spanning 
132 countries. 


For arr enlightened approach to the insurance 
and reinsurance markets, contact 
Royal & SunAlliance. 
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PROFILE 


Steven Gluckstem 


Super alternative risk shopkeeper 



Steven Gluckstem: alternative reinsurer and Ice hockey fanatic 


Tap the name Steven M. 
Gluckstem into your web- 
browser and 500,000 page 
entries will appear, mostly 
to do with ice hockey. But 

47-year-old Mr Gluckstem, 
who owns the National 
Hockey League's New York 
Islanders, is better known in 
reinsurance circles as the 
mercurial talent behind Ber- 
muda's ground-breaking 
alternative risk shop. Centre 
Re. and New York-based 
Zurich Re. 

His latest venture, Capital 
Z Partners, is an asset man- 
ager of alternative invest- 
ment pools which includes 
Capital Z Financial Services 
Fund, a $lJbn private 
equity fund specialising in 
insurance and reinsurance 
companies. Following 
restructuring at parent Zur- 
ich Insurance Group. Mr 
Gluckstem remains non-ex- 
ecutive chairman of Zurich 
Re and the re-named Centre 
Solutions. Does he find it 
difficult to settle down? "As 
an entrepreneur, I get more 
enjoyment out of creating 
than managing." he admits. 
“The maintenance of organi- 
sations is important - but it 
motivates me less." 

Ten years ago. as chief 
executive officer of the 
fled gling Centre Re. Mr 
Gluckstem introduced the 
revolutionary idea that rein- 
surance contracts need not 
be restricted to a one-year 
term and could include an 
element of profit-sharing 
with the reinsured. Since 
then. Bermuda has flour- 


ished as a source of alterna- 
tive risk finance and the ue- 
b randed Centre Solutions 
has grown into a company 
with total assets of $7.Sbn. 

Mr Gluckstem admits the 
island's success is due not 
only to its friendly tax envi- 
ronment but also to a laid- 
back regulatory attitude. 
“Bermuda doesn't lack 
supervision - in fact it's a 
very efficient system com- 
pared to the US," he says. 

“It has the benefit of zero 
corporate tax but it also has 
zero personal tax and that 
makes it an attractive place 
to work." 

The arrival of investment 
banks Goldman Sachs and 
t -pHman Brothers on the 
island, in the guise of rein- 
surers Arrow Re and Leh- 
man Re, Is seen by Gluck- 
stem as the beginning of a 
new era in reinsurance. “If 
these companies can unlock 
the process - from reinsur- 
ance syndication to securi- 
tisation - tt will have a pro- 
found effect on the 
industry/’ he says. “Consoli- 
dation was the key word five 
years ago, convergence is 
the word of today.” 

Centre Solutions made its 
debut on the capital markets 
with a successful issue of 
$83.5m in catastrophe bonds 
this year. The placement, 
led by Goldman Sachs, is 
linke d to a catastrophe 
excess of loss (catXL) pro- 
gramme written for a Flo- 
rida homeowners insurer. 

Mr Gluckstem believes cat 
bonds have achieved only 


modest success with issuers 
bemuse there is ample 
capacity In the traditional 
catXL market, and also 
because the bonds are not 
yet sufficiently attractive. 

“First, there’s not a wide 
enough market and second, 
the way bonds operate is not 
sufficiently transparent," he 
says. Buyers of risk need an 
index, he explains, so they 
can compare the instrument 
to a T-bond or an Issue or 
General Motors subordi- 
nated debt, for example. 
Investors’ hearty appetite 
for non-correlated risk and 
their desire to diversify their 
portfolios with instruments 
whose outcome depends on 
events not linked to eco- 
nomic conditions will ensure 
their acceptance eventually. 

Mr Gluckstem is so con- 
vinced that reinsurers' 
future fortunes are embed- 
ded in the mainstream mar- 
kets that he even plays 
down the importance of 
their core exposure to natu- 
ral catastrophe losses. 
“There's so much capital in 
the reinsurance business 
today, because of good 
underwriting and an incredi- 
ble run on the capital mar- 
ket for the last 1,00Q days or 
so. that I would be shocked 
if an event leaves much of 
an impact on it - short of 
Tokyo falling into the 
ocean," he says. “The cata- 
clysm will be a big crash in 
the capital markets, not a 
'quake or a storm." 


BERMUDA • by Garry Booth 
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Market adapts to change like a balloon bei 


The island is 
shifting away 
from mono-line 
catastrophe 
reinsurance 

Bermuda’s reinsurance 
market adapts to change in 
the global market like a bal- 
loon being squeezed: it con- 


tracts in one place but 
expands in another. Increas- 
ing competition and falling 
premium rates in the 
island’s specialities of excess 
liability, finite risk and 
catastrophe excess of loss 
(catXL) business is leading 
Bermuda’s companies to 
diversify and consolidate. 

At the same time, continu- 


ing convergence between 
financial and insurance 
products is promoting Ber- 
muda’s growth as a centre 
for state-of-the-art alterna- 
tive solutions. Merger and 
acquisition in the island’s 
catastrophe reinsurance 
market born five years ago 
in the aftermath of Hurri- 
cane Andrew, has reduced 


the original group of eight 
specialists to three (IPC Re, 
Renaissance Re and LaSalle 
Re). Tempest Re and Cat 
were acquired by Ace while 
Global Capital Re and Mid- 
Ocean Re fell to Exel. Part- 
ner Re abandoned its 
mono-line status when it 
acquired French reinsurer 
SAFR. 
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The Insurer’s Insurer 


Ace and Exel. pillars of the 
market with flObn in assets 
between them, want to use 
their acquisitions to widen 
their global reinsurance 
activities and supplement 
their interests at Lloyd's. 
Exel bought Mid Ocean ear- 
lier this year to create XL 
Mid Ocean Re in a deal 
which valued the now 
widely diversified company 
at S2.6bn- Through its 1995 
acquisition of the Brockbank 
Group, Mid Ocean has a 
strong presence at Lloyd’s 
and also has offices in 
Munich and Singapore. 

Most Bermuda companies' 
capital has risen rapidly 
while core business has stop- 
ped growing, says Herbert 
Haag, president of Partner 
Re. “Rather than give it back 
to shareholders, these com- 
panies have been forced to 
put it to work," he explains. 
Faced with the choice of 
building or buying business, 
they have opted for the lat- 
ter, as a less painful option. 

But if Bermuda’s estab- 
lished operators are expand- 
ing into the traditional mar- 
ket on the bigger stage, their 
offshoots and other newcom- 
ers are adding to the island's 
reputation for producing 
unorthodox solutions to new 
problems. Among a crop of 
new formations, Latin Amer- 
ican Re, for example, formed 
by Exel and US-based Risk 
Capital Re. specialises in 
risk financing for Latin 
American non-life compa- 
nies. Epicentre Re, set up by 
Centre Solutions with an ini- 


Reinsurance premiums accepted by Bermudian companies 
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tial capital base of 8250m, 
writes multi-year cat pro- 
grammes on a finite risk 
basis. Another new com- 
pany. Ram Re. a mono-line 
reinsurer of asset-backed 
securities and municipal 
bonds was launched earlier 
this year following a S90m 
private placement. Share- 
holders include The PMI 
Group, the San Francisco 
mortgage insurer, and Rob- 
ert A. Meyer, Ram Re's 
chairman, president and 
chief executive officer. 

Significant new arrivals 
are cat reinsurers Lehman 
Re and Arrow Re. so-called 
transformer vehicles set up 
earlier this year by US 
investment banks Lehman 
Brothers and Goldman 
Sachs. Both companies want 
to take advantage of the 
growing appetite for catas- 
trophe risk among capital 
markets investors. By writ- 
ing business in conventional 
forms and then laying off the 
risks to the capital markets, 
the companies aim to elimi- 


nate the costs and delays 
associated with cat bond 
structures. Previously,' spe- 
cial purpose vehicles have 
been used in cat bond issues, 
increasing attritional costs. 

The convergence of insur- 
ance and banking is good 
news for Bermuda, says Wil- 
liam Woods, chief executive 
officer of the Bermuda Stock 
Exchange. “With onshore 
jurisdictions you have to 
deal with different supervi- 
sory bodies covering the dif- 
ferent financial activities,” 
he explains. “In Bermuda we 
have a simpler structure 
with only one regulator to 
satisfy. That’s why you’re 
seeing transformer vehicles 
like Le hman Re and Arrow 
Re setting up in Bermuda. 11 

A joint venture between 
the Bermuda Stock 
Exchange CBSX) and New 
York-based Catex sees the 
launch later this year of a 
screen-based market for 
trading catastrophe risks. 

In a similar move, the Ber- 
muda Commodities 



Exchange iBCOE) opened 
business earlier this — J 
with 20 members including 
Investment banks, instititt 
tionoi investors and BenalHy 
dian reinsurers. Trading Jft'--: 
US cat options at the BC0B; . 
is based on the Guy Carpen-f. 
ter Catastrophe Index whMT- - 
r effects damage to proper; 
in regions of the US exposed.':;,:! 
to atmospheric perils. . - 
Bermudian companies 
not immune to the problems^/ 
stunting growth in the yrida£v 
market. Total net prethfi^;-. 
written by the big reinsufoj^; 
who make up Bennudakcai^ : 
egory four compaSMs^; 
dropped 7 per cent to : 

in 1997. But the combu^tiwrr - 
of light taxation and flesffifc-;- 
regulation means that'Seri, , 
muda companies. 
respond quickly to y 
opportunities. At a ttmt'w*-] 
convergence betwe_ehz$h«^ J 
insurance and financial 
kets, that agility is,jnffi!^ 
important than ever. 

Garry BooA is au t/ior of tin FTta&t--. _ 
agtmen i rtyon Bermuda.- btsurar^*- '-' 
and Keinsumnct Centre ~ f-.~ a 
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The threat of big 
losses could make 
the latest capital- 
enhancing deals 
very welcome 

Reinsurance finally made 
the headlines in tbe US this 
year. The industry had to 
share the attention with 
Warren Buffett, the world’s 
most successful investor, but 
it still demonstrated the 
industry's growing health. 

The next few months, with 
world stock markets tum- 
bling and the recurrence of 
what appears to be a severe 
hurricane season In the 
north Atlantic, will put the 
new-found strength to the 

test. 

Late on a Friday afternoon 
in June. Mr Buffett's Berk- 
shire Hathaway conglomer- 
ate announced that it was 
buying General Re, comfort- 
ably the largest US rein- 
surer, in a stock swap valued 
at more than $22bn. At the 
time, it was one of the 10 
largest corporate acquisi- 
tions ever recorded. 

The deal has not yet been 
completed, but will create a 
‘400-pound gorilla" of a com- 
pany. which will be difficult 
for any competitor to match. 


Mr Buffett, whose main 
interest throughout his 
investing career has been 
insurance, stressed tbe effect 
of Berkshire's capital od 
General Re’s competitive- 
ness. 

He said that the constraint 
of earnings volatility had 
“caused General Re. in the 
past, to decline certain 
attractive businesses and, in 
other cases, to lay off sub- 
stantial amounts of the busi- 
ness it does write”: Under- 
writers could now be more 
aggressive. 

He added that the weight 
of Berkshire’s resources 
would allow General Re to 
follow "whatever asset strat- 
egy makes the most sense, 
unconstrained by the effect 
cm the capital of the com- 
pany of a sharp market 
decline". 

Alan Murray, insurance 
analyst at Moody's Investors 
Service in New York, com- 
mented that the disparity in 
size between the new com- 
pany and its rivals would be 
“staggering". He added: 
“This company’s sheer abil- 
ity' to assume a tremendous 
volume of risk could make it 
a unique company.*' 

No other company could 
match this deal For scope or 
ambition, but other 


operations have shown simi- 
lar forces at work. In August 
it was announced that 
Kemper Re was selling to GE 
Capita], the financial ser- 
vices aim of General Elec- 
tric, for a sum of about $lbn. 
A specialist in medical liabil- 
ity reinsurance, Kemper Re 
seemed to be following the 
logic of a situation in which 
the big companies ’ were 
growing bigger, and found a 
large partner. 

The common -thread to 
both deals was capital. 
Kemper Re. like General Re. 
saw. that a reinsurer armed 
with the capital that comes 
from being part of a large 
conglomerate like Berkshire 
Hathaway or General Elec- 
tric has much greater power 
to set prices aggressively. 

Reinsurers in North Amer- 
ica were already prospering. 
While premium rates were 
still falling, analysts 
believed that underwriting 
discipline had improved, 
with loss ratios falling. Two 
external factors helped in 
particular. 

First, catastrophe losses in 
the US were the lowest of 
the decade in 1997, allowing 
the industry to rebuild 
reserves and, in the process, 
fend off the potential threat 
from securitisation. With 



premiums from reblffiirers 
falling, it was hard^lppytfck 
capital markets to,Com{*)fe 
and barely any trtoresecfiijfr 
ised reinsurance;' ptoftPfil? 
were launched' thi^^kr 
than last. . 

Second, reinsu^^^t^j 
enjoy spectacul^/j&fta^ 
from the equity; marWjL 
With the S&P SOOdh^figiffi 
benchmark for the U$ : e<zPj 
market, up 5& 
on year at Qne.v&m^ 
March, reinsurers ware st*? 
to build their capai^fff?^ 
ther. 

Both these fattOJ^T 
denly seem more ( ’ 
able. The second qi 
this year saw 
increase in cati 
losses for property/— 
insurers, mostly as & ; resuii 
of storms in the -nfljitiW® 1 
and the north-east, 
from the regions 

industry had tried Mg)# 
diminish its exposurer3_ ; i : : 

By the end of Augias^^P 
Hurricane Bonnie. 
apparently inflicted. 
damage on the cdaSfejP 
North Carolina, 
meteorologists si 
that several- more JS 
hurricanes were 
catastrophe losses -sW>5® 
likely at least to reluft&l! 
the norm. " - =£r,v 
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